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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

P.O Box 68947

Seattle Washington 98168

To our Stockholders

The Annual Meeting of Stockholders of

Alaska Air Group Inc the Annual

Meeting will be held at the Museum of

Flight in Seattle Washington at p.m on

Tuesday May 15 2012 for the following

purposes

To elect to the Board of Directors the

ten nominees named in this Proxy

Statement each for one-year term

To ratify the appointment of KPMG LLP

as the Companys independent

registered public accountants the

independent accountants for fiscal

year 2012

To seek an advisory vote to approve the

compensation of the Companys named

executive officers

To consider stockholder proposal

regarding retention of company stock by

executives and

To transact such other business as may

properly come before the meeting or

any postponement or adjournment

thereof

Stockholders owning Company common

stock at the close of business on March 23
2012 are entitled to receive this notice and

to vote at the meeting All stockholders are

requested to be present in person or by

proxy Whether or not you attend the

meeting in person we encourage you to vote

by internet or phone or to complete sign

and return your proxy prior to the meeting

Every shareholder vote is important To

ensure your vote is counted at the Annual

Meeting please vote as promptly as

possible

By Order of the Board of Directors

Keith Loveless

Corporate Secretary and General Counsel

April 2012

IMPORTANT NOTICE REGARDING THE INTERNET AVAILABILITY OF PROXY

MATERIALS FOR THE STOCKHOLDER MEETING TO BE HELD ON MAY 15 2012

Stockholders may access view and download the 2012 Proxy Statement and 2011 Annual Report at

www.edocumentview.com/alk
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ANNUAL MEETING INFORMATION

The Board of Directors of Alaska Air Group

Inc AAG or the Company is soliciting

proxies for the 2012 Annual Meeting of

Stockholders This Proxy Statement contains

important information for you to consider

when deciding how to vote on the matters

brought before the meeting Please read it

carefully

The Board set March 23 2012 as the

record date for the meeting Stockholders

who owned Company common stock on that

date are entitled to vote at the meeting with

each share entitled to one vote There were

71398578 shares of Company common
stock outstanding on the record date

Internet Availability of Annual Meeting

Materials

On or about April 2012 stockholders of

record beneficial owners and majority of

employee participants in the Companys

401k Plans were mailed Notice of

Internet Availability of Proxy Materials the

Notice directing them to website where

they can access our 2012 Proxy Statement

and 2011 Annual Report the AnnuaI

Meeting Materials Others were mailed

hard copies of the Annual Meeting

Materials including voting instruction

form on the same date The Companys

Form 10-K for the year ended December 31
2011 is included in the 2011 Annual

Report It was filed with the Securities and

Exchange Commission SEC on

February 21 2012

If you received the Notice and would like to

receive paper copy of the proxy materials

please follow the instructions printed on the

Notice and the material will be mailed to

you

All stockholders may access view and

download the Annual Meeting Materials the

internet at www.edocumentview.com/alk

Information on the website does not

constitute part of this Proxy Statement

QUESTIONS AND ANSWERS

Why am receiving this annual meeting

information and proxy

You are receiving this annual meeting

information and proxy from us because you

owned shares of common stock in Alaska

Air Group as of the record date for the

Annual Meeting This Proxy Statement

describes issues on which you may vote and

provides you with other important

information so that you can make informed

decisions

You may own shares of Alaska Air Group

common stock in several different ways If

your stock is represented by one or more

stock certificates registered in your name or

if you have Direct Registration Service

DRS advice evidencing shares held in book

entry form then you have stockholder

account with our transfer agent

Computershare Trust Company N.A

Computershare and you are stockholder

of record If you hold your shares in

brokerage trust or similar account then you

are the beneficial owner but not the

stockholder of record of those shares

Employees of the Company who hold shares

of stock in one or more of the Companys

401k retirement plans are beneficial

owners
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What am voting on

You are being asked to vote on the election

of the ten director nominees named in this

Proxy Statement to ratify the appointment

of KPMG LLP as the Companys independent

accountants to provide an advisory vote in

regard to the compensation of the

Companys named executive officers and to

vote on stockholder proposal regarding

retention of company stock by executives

When you sign and mail the proxy card or

submit your proxy by phone or the internet

you appoint each of William Ayer and

Keith Loveless or their respective

substitutes or nominees as your

representatives at the meeting When we

refer to the named proxies we are

referring to Messrs Ayer and Loveless This

way your shares will be voted even if you

cannot attend the meeting

How does the Board of Directors

recommend vote on each of the

proposals

FOR the election of each of the Boards

ten director nominees named in this

Proxy Statement

FOR the ratification of the appointment of

KPMG LLP as the Companys

independent accountants for fiscal 2012

FOR the ratification of the compensation

of the Companys named executive

officers and

AGAINST the stockholder proposal

regarding retention of company stock by

executives

How do vote my shares

Stockholders of record can vote by using the

proxy card or by phone or the internet

Beneficial owners whose stock is held

in brokerage account can vote by using

the voting instruction form provided by

the broker or by phone or the internet

by bank and who have the power to

vote or to direct the voting of the shares

can vote using the proxy or the voting

information form provided by the bank or
if made available by the bank by phone

or the internet

in trust under an arrangement that

provides the beneficial owner with the

power to vote or to direct the voting of

the shares can vote in accordance with

the provisions of such arrangement

in trust in one of the Companys 401k
retirement plans can vote using the

voting instruction form provided by the

trustee

Beneficial owners other than persons who

beneficially own shares held in trust in one

of the Companys 401k retirement plans

can vote at the meeting provided that he or

she obtains legal proxy from the person

or entity holding the stock for him or her

typically broker bank or trustee

beneficial owner can obtain legal proxy by

making request to the broker bank or

trustee Under legal proxy the bank

broker or trustee confers all of its rights as

record holder to grant proxies or to vote at

the meeting

Listed below are the various means

internet phone and mail you can use to

vote your shares without attending the

Annual Meeting

You can vote on the Internet

Stockholders of record and beneficial

owners of the Companys common stock

can vote via the internet regardless of
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whether they receive their annual meeting

materials through the mail or via the

internet Instructions for voting are provided

along with your proxy card or voting

instruction form If you vote on the internet

please do not mail your proxy card unless

you intend for it to revoke your prior internet

vote Your internet vote will authorize the

named proxies to vote your shares in the

same manner as if you marked signed and

returned your proxy card

You can vote by phone

Stockholders of record and beneficial

owners of the Companys common stock

can vote by phone Instructions are provided

along with your proxy card or voting

instruction form If you vote by phone do not

mail your proxy card unless you intend for it

to revoke your prior vote submitted by

phone Your vote by phone will authorize

the named proxies to vote your shares in the

same manner as if you marked signed and

returned your proxy card

You can vote by mail

Simply sign and date the proxy card or voting

instruction form received with this Proxy

Statement and mail it in the enclosed

prepaid and addressed envelope If you

mark your choices on the card or voting

instruction form your shares will be voted

as you instruct

The availability of phone and internet voting

Internet and telephone voting facilities for

stockholders of record and beneficial

holders will be available 24 hours day and

will close at 1159 p.m Eastern Time on

Monday May 14 2012 To allow sufficient

time for voting by the trustee voting

instructions for 401k plan shares must be

received no later than 1159 p.m Eastern

Time on Thursday May 10 2012

Voting by the internet or phone is fast and

convenient and your vote is immediately

confirmed and tabulated By using the

internet or phone to vote you help Alaska

Air Group conserve natural resources and

reduce postage and proxy tabulation costs

How will my shares be voted if return

blank proxy or voting instruction form

If you sign and return proxy card without

giving specific voting instructions your

shares will be voted in accordance with the

recommendations of the Board of Directors

shown above and as the named proxies may

determine in their discretion with respect to

any other matters properly presented for

vote during the meeting or any

postponement or adjournment of the

meeting

If my shares are held in brokerage

account how will my shares be voted if

do not return voting instructions to my

broker

If you hold your shares in street name

through brokerage account and you do not

submit voting instructions to your broker

your broker may generally vote your shares

in its discretion on matters designated as

routine under the rules of the New York

Stock Exchange NYSE However broker

cannot vote shares held in Street name on

matters designated as non-routine by the

NYSE unless the broker receives voting

instructions from the street name

beneficial holder The proposal to ratify the

appointment of the Companys independent

accountants for fiscal 2012 is considered

routine under NYSE rules Each of the other

items to be submitted for vote is

considered non-routine under applicable

NYSE rules Accordingly if you hold your

shares in street name through brokerage

account and you do not submit voting
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instructions to your broker your broker may
exercise its discretion to vote your shares

on the proposal to ratify the appointment of

the Companys independent accountants but

will not be permitted to vote your shares on

any of the other items If your broker

exercises this discretion your shares will be

counted as present for the purpose of

determining quorum at the Annual Meeting

and will be voted on the proposal to ratify

the Companys independent accountants in

the manner instructed by your broker but

your shares will constitute broker

non-votes on each of the other items at the

annual meeting For description of the

effect of broker non-votes on the proposals

see How many votes must the nominees

have to be elected and Not including the

election of directors how many votes must

the proposals receive in order to pass

What other business may be properly

brought before the meeting and what

discretionary authority is granted

Under the Companys Bylaws as amended

April 30 2010 stockholder may bring

business before the meeting for publication

in the Companys 2012 Proxy Statement

only if the stockholder gave written notice to

the Company on or before December

2011 and complied with the other

requirements included in Article Il of the

Companys Bylaws

The Company has not received valid notice

that any business other than that described

or referenced in this Proxy Statement will be

brought before the meeting

As to any other matters that may properly

come before the meeting and are not on the

proxy card the proxy grants to Messrs Ayer

and Loveless the authority to vote in their

discretion the shares for which they hold

proxies

What does it mean if receive more than

one proxy card voting instruction form or

email notification from the Company

It means that you have more than one

account for your Alaska Air Group shares

Please complete and submit all proxies to

ensure that aH your shares are voted or vote

by internet or phone using each of the

identification numbers

What if change my mind after submit my

proxy

Stockholders except for persons who

beneficially own shares held in trust in one

of the Companys 401k retirement plans

may revoke proxy and change vote by

delivering later-dated proxy or by voting at

the meeting The later-dated proxy may be

delivered by phone internet or mail and

need not be delivered by the same means

used in delivering the prior proxy

submission

Except for persons beneficially holding

shares in one of the Companys 401k
retirement plans stockholders may do this

at later date or time by

voting by phone or the Internet before

1159 p.m Eastern Time on Monday

May 14 2012 your latest phone or

Internet proxy will be counted

signing and delivering proxy card with

later date or

voting at the meeting If you hold your

shares beneficially through broker you

must bring legal proxy from the broker

in order to vote at the meeting Please

also note that attendance at the meeting

in and of itself without voting in person

at the meeting wiH not cause your

previously granted proxy to be revoked
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Persons beneficially holding shares in one of

the Companys 401k retirement plans

cannot vote in person at the meeting and

must vote in accordance with instructions

from the trustees Subject to these

qualifications such holders have the same

rights as other record and beneficial holders

to change their votes by phone or the

Internet however in all cases your vote

must be submitted by 1159 p.m Eastern

Time on Thursday May 10 2012

Stockholders of record can obtain new

proxy card by contacting the Companys

Corporate Secretary Alaska Air Group Inc

P.O Box 68947 Seattle WA 98168

telephone 206 392-5131

Stockholders with shares held by broker

trustee or bank can obtain new voting

instruction form by contacting your broker

trustee or bank

Stockholders whose shares are held in one

of the Companys 401k retirement plans

can obtain new voting instruction form by

contacting the trustee of such plan You can

obtain information about how to contact the

trustee from the Companys Corporate

Secretary Please refer to the section below

titled How are shares voted that are held in

Company 401k plan for more

information

If you sign and date the proxy card or voting

instruction form and submit It in accordance

with the accompanying instructions and in

timely manner any earlier proxy card or

voting instruction form will be revoked and

your new choices will be voted

How are shares voted that are held in

Company 401k plan

On the record date 2567960 shares were

held in trust for Alaska Air Group 401k plan

participants The trustees Vanguard

Fiduciary Trust Company Vanguard and

Fidelity Management Trust Company

Fidelity provided instructions to each

participant who held shares through the

Companys 401k plans on the record date

Vanguard sent Notice of Proxy and Access

Instructions to participants Fidelity mailed

full sets of proxy materials The trustees will

vote only those shares for which instructions

are received from participants If

participant does not indicate preference

as to matter including the election of

directors then the trustees will not vote the

participants shares on such matters

To allow sufficient time for voting by the

trustee please provide voting instructions

no later than 1159 p.m Eastern Time on

Thursday May 10 2012 Because the

shares must be voted by the trustee

employees who hold shares through the

401k plans may not vote these shares at

the meeting

May vote in person at the meeting

We will provide ballot to any record holder

of our stock who requests one at the

meeting If you hold your shares through

broker you must bring legal proxy from

your broker in order to vote by ballot at the

meeting You may request legal proxy from

your broker to attend and vote your shares

at the meeting by marking your voting

instruction form or the internet voting site to

which your voting materials direct you

Please allow sufficient time to receive

legal proxy through the mail after your broker

receives your request Because shares held

by employees in the 401k plans must be

voted by the trustee these shares may not

be voted at the meeting
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How can reduce the number of annual

meeting materials receive

The Company is required to provide an

annual report and proxy statement to all

stockholders of record If you have more than

one account in your name or at the same

address as other stockholders the Company

or your broker may discontinue mailings of

multiple copies If you have more than one

account and prefer to continue to receive

multiple copies you may notify us at the

address and phone number at the end of the

following paragraph if you are stockholder

of record or notify your broker if you hold your

shares in brokerage account

Once you have received notice from your

broker or us that they or we will discontinue

sending multiple copies to the same

address you will receive only one copy until

you are notified otherwise or until you revoke

your consent If at any time you wish to

resume receiving separate proxy statements

or annual reports or if you are receiving

multiple statements and reports and wish to

receive only one please notify your broker if

your shares are held in brokerage account

or us if you hold registered shares You can

notify us by sending written request to the

Companys Corporate Secretary Alaska Air

Group Inc P.O Box 68947 Seattle WA
98168 or by calling 206 392-5131

Can receive future materials via the

internet

If you vote on the internet simply follow the

prompts for enrolling in electronic proxy

delivery service This will reduce the

Companys printing and postage costs as

well as the number of paper documents you

will receive

Stockholders of record may enroll in that

service at the time they vote their proxies or

at any time after the Annual Meeting and can

read additional information about this option

and request electronic delivery by going to

www.computershare.com/investor If you

hold shares beneficially please contact your

broker to enroll for electronic proxy delivery

At this time employee participants in

Company 401k plan may not elect to

receive notice and proxy materials via

electronic delivery

If you already receive your proxy materials

via the internet you will continue to receive

them that way until you instruct otherwise

through the website referenced above

How many shares must be present to hold

the meeting

majority of the Companys outstanding

shares entitled to vote as of the record

date or 35699290 shares must be

present or represented at the meeting and

entitled to vote in order to hold the meeting

and conduct business i.e to constitute

quorum Shares are counted as present or

represented at the meeting if the

stockholder of record attends the meeting if

the beneficial holder attends with legal

proxy from the record holder or if the

record holder or beneficial holder has

submitted proxy or voting instructions

whether by returning proxy card or voting

instructions or by phone or internet without

regard to whether the proxy or voting

instructions actually casts vote or

withholds or abstains from voting

How many votes must the nominees have

to be elected

The Companys Bylaws as amended

April 30 2010 require that each director be

elected annually by majority of votes cast

with respect to that director This means

that the number of votes for director
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must exceed the number of votes against

that director In the event that nominee for

director receives more against votes for

his or her election than for votes the

Board must consider such directors

resignation following recommendation by

the Boards Governance and Nominating

Committee The majority voting standard

does not apply however in the event that

the number of nominees for director

exceeds the number of directors to be

elected In such circumstances directors

will instead be elected by plurality of the

votes cast meaning that the persons

receiving the highest number of for votes

up to the total number of directors to be

elected at the Annual Meeting will be

elected

With regard to the election of directors the

Board intends to nominate the ten persons

identified as its nominees in this Proxy

Statement Because the Company has not

received notice from any stockholder of an

intent to nominate directors at the Annual

Meeting each of the directors must be

elected by majority of votes cast

Abstain votes and broker non-votes are

not treated as votes cast with respect to

director and therefore will not be counted in

determining the outcome of the election of

directors

What happens if director candidate

nominated by the Board of Directors is

unable to stand for election

The Board of Directors may reduce the

number of seats on the Board or it may

designate substitute nominee If the Board

designates substitute shares represented

by proxies held by the named proxies will be

voted for the substitute nominee

Not including the election of directors how

many votes must the proposals receive in

order to pass

Ratification of the appointment of KPMG LLP

as the Companys independent accountants

majority of the shares present in person or

by proxy at the meeting and entitled to vote

on the proposal must be voted for the

proposal in order for it to pass Abstain

votes are deemed present and entitled to

vote and are included for purposes of

determining the number of shares

constituting majority of shares present and

entitled to vote Accordingly an abstention

because it is not vote for will have the

effect of negative vote

Advisory vote regarding the compensation of

the Companys named executive officers

majority of the shares present in person or

by proxy at the meeting and entitled to vote

on the proposal must be voted for the

proposal in order for it to pass Abstain

votes are deemed present and entitled to

vote and are included for purposes of

determining the number of shares

constituting majority of shares present and

entitled to vote Accordingly an abstention

because it is not vote for will have the

effect of negative vote In addition broker

non-votes are not considered entitled to vote

for purposes of determining whether the

proposal has been approved by stockholders

and therefore will not be counted in

determining the outcome of the vote on the

proposal

Shareholder proposal regarding retention of

company stock by executives

majority of the shares present in person or

by proxy at the meeting and entitled to vote

on the proposals must be voted for the

proposal in order for it to pass Abstain
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votes are deemed present and entitled to

vote and are included for purposes of

determining the number of shares

constituting majority of shares present and

entitled to vote Accordingly an abstention

because it is not vote for will have the

effect of negative vote In addition broker

non-votes are not considered entitled to vote

for purposes of determining whether the

proposal has been approved by stockholders

and therefore will not be counted in

determining the outcome of the vote on the

proposal

How are votes counted

Voting results will be tabulated by

Computershare Computershare will also serve

as the independent inspector of election

Is my vote confidential

The Company has confidential voting

policy as part of its governance guidelines

which are published on the Companys

website

Who pays the costs of proxy solicitation

The Company pays for distributing and

soliciting proxies and reimburses brokers

nominees fiduciaries and other custodians

their reasonable fees and expenses in

forwarding proxy materials to beneficial

owners The Company has engaged

Georgeson Inc Georgeson to assist in

the solicitation of proxies for the meeting It

is intended that proxies will be solicited by

the following means additional mailings

personal interview mail phone and

electronic means Although no precise

estimate can be made at this time we

anticipate that the aggregate amount we will

spend in connection with the solicitation of

proxies will be approximately $21500 To

date $16000 has been incurred This

amount includes fees payable to Georgeson

but excludes salaries and expenses of our

officers directors and employees

Is list of stockholders entitled to vote at

the meeting available

list of stockholders of record entitled to

vote at the 2012 Annual Meeting will be

available at the meeting It will also be

available Monday through Friday from

April 2012 through May 11 2012

between the hours of a.m and p.m
local time at the offices of the Corporate

Secretary 19300 International Blvd

Seattle WA 98188 stockholder of record

may examine the list for any legally valid

purpose related to the Annual Meeting

Where can find the voting results of the

meeting

We will publish the voting results on Form

8-K on or about May 21 2012 You can

read or print copy of that report by going to

the Companys website

www.alaskaair.com/company and then

selecting Investor Information and SEC

Filings You can read or print copy by going

directly to the SEC EDGAR files at

http//www.sec.gov You can also request

copy by calling us at 206 392-5131 or by

calling the SEC at 800 SEC-0330 for the

location of public reference room

How can submit proposal for next years

annual meeting

The Company expects to hold its next annual

meeting on or about May 21 2013 If you

wish to submit proposal for inclusion in the

proxy materials for that meeting you must

send the proposal to the corporate secretary

at the address below The proposal must be

received at the Companys executive offices

no later than December 2012 to be
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considered for inclusion Among other

requirements set forth in the SECs proxy

rules and the Companys Bylaws you must

have continuously held at least $2000 in

market value or 1% of the Companys

outstanding stock for at least one year by

the date of submitting the proposal and you

must continue to own such stock through

the date of the meeting

If you intend to nominate candidates for

election as directors or present proposal

at the meeting without including it in the

Companys proxy materials you must

provide notice of such proposal to the

Company no later than February 20 2013
The Companys Bylaws outline procedures

for giving the required notice If you would

like copy of the procedures contained in

our Bylaws please contact

Corporate Secretary

Alaska Air Group Inc

P.O Box 68947

Seattle WA 98168
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PROPOSAL

ELECTION OF DIRECTORS TO ONE-YEAR TERMS

The Company currently has ten directors

The Companys Bylaws provide that the

directors up for election this year shall serve

one-year term Directors are elected to

hold office until their successors are elected

William Ayer

Director since 1999

Age 57

Mr Ayer has served as chair president and

CEO of Alaska Air Group as well as chair of

Alaska Airlines and Horizon Air since May

2003 In May 2012 Mr Ayer plans to resign

as president and CEO of Alaska Air Group

and as CEO of Alaska Airlines and Horizon

Air He will continue to serve as chair of

Alaska Air Group Alaska Airlines and Horizon

Air Mr Ayer has been CEO of Alaska Airlines

since 2002 and served as president of

Alaska Airlines from 1997 to 2008 Prior to

2003 Mr Ayer worked in various marketing

planning and operational capacities at Alaska

Airlines and Horizon Air He serves on the

boards of Alaska Airlines Horizon Air Puget

Energy Angel Flight West the Alaska Airlines

Foundation the University of Washington

Business School Advisory Board and the

Museum of Flight Mr Ayer is chair of the

boards of Puget Energy and its subsidiary

Puget Sound Energy and also serves as

member of the Puget Energy boards

governance and audit committees In 2012
he was appointed board member of the

University of Washington Board of Regents

Mr Ayers strategic planning skills as well as

his broad airline and business expertise

specially qualify him for his position on the

Air Group Board

and qualified or until resignation or removal

in the manner provided in our Bylaws Ten

directors are nominees for election this year

and each has consented to serve one-year

term ending in 2013

Patricia Bedient

Director since 2004

Age 58

Ms Bedient serves as chair of the Boards

audit committee She is executive vice

president and CFO for the Weyerhaeuser

Company one of the worlds largest

integrated forest products companies

certified public accountant CPA since 1978
she served as the managing partner of Arthur

Andersen LLPs Seattle office prior to joining

Weyerhaeuser Ms Bedient also worked at

the firms Portland and Boise offices as

partner and as CPA during her 27-year

career with Andersen She currently serves

on the Alaska Airlines and Horizon Air

Boards the Overlake Hospital Medical Center

Board and the advisory board of the

University of Washington School of Business

She has also served on the boards of

variety of civic organizations including the

Oregon State University Foundation board of

trustees the World Forestry Center City Club

of Portland St Marys Academy of Portland

and the Chamber of Commerce in Boise

Idaho She is member of the American

Institute of CPA5 and the Washington Society

of CPAs Ms Bedient received her bachelors

degree in business administration with

concentrations in finance and accounting

from Oregon State University in 1975 With

her extensive experience in public accounting

and her financial expertise Ms Bedient is

especially qualified to serve on the Board and

to act as financial expert

10
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Marion Blakey

Director since 2010

Age -63

Ms Blakey is chair of the Boards safety

committee She also serves on the Boards audit

committee Ms Blakey is president and CEO of

The Aerospace Industries Association AlA the

nations largest aerospace and defense trade

association Prior positions include administrator

of the Federal Aviation Administration the FAA
from 2002 to 2007 and chair of the National

Transportation Safety Board the NTSB from

2001 to 2002 Ms Blakey also serves on the

boards of Alaska Airlines Horizon Air and

Noblis the NASA Advisory Council and the

Presidents Export Council Subcommittee on

Export Administration PECSEA as well as

number of philanthropic and community

organizations including the Washington Area

Airports Task Force Advisory Board International

Aviation Womens Association and Best Friends

Foundation Advisory Board Ms Blakeys

experience with AlA the FAA and the NTSB

specially qualify her for service on the

Companys Board Audit Committee and Safety

Committee

Phyllis Campbell

Director since 2002

Age -60

Ms Campbell is lead director and chair of

the Boards governance and nominating

committee She was named chair of the

Pacific Northwest Region of JPMorgan

Chase Co in April 2009 She also serves

on the firms executive committee From

2003 to 2009 Ms Campbell served as

president and CEO of The Seattle

Foundation She was president of U.S Bank

of Washington from 1993 until 2001 and

also served as chair of the Banks

Community Board Ms Campbell has

received several awards for her corporate

and community involvement These awards

include the Women Who Make Difference

Award and the Director of the Year from the

Northwest Chapter of the National

Association of Corporate Directors Since

August 2007 Ms Campbell has served on

Toyotas Diversity Advisory Board She also

serves on the boards of Alaska Airlines

Horizon Air the Joshua Green Corporation

and Nordstrom where she is chair of the

audit committee Until February 2009 she

served on the boards of Puget Energy and

Puget Sound Energy Ms Campbells

business and community leadership

background and governance experience

specially qualify her for her service on the

Board

Jessie Knight Jr

Director since 2002

Age -61

Mr Knight serves on the Boards safety

committee and its governance and

nominating committee Mr Knight is

chairman and CEO of San Diego Gas and

Electric Company subsidiary of Sempra

Energy From 2006 to 2010 he was

executive vice president of external affairs at

Sempra Energy From 1999 to 2006
Mr Knight served as president and CEO of

the San Diego Regional Chamber of

Commerce and from 1993 to 1998 he was

commissioner of the California Public

Utilities Commission Prior to this

Mr Knight was vice president of marketing

and strategic planning for the San Francisco

Chronicle and San Francisco Examiner

While there he won five coveted National

CIio Awards for television radio and printed

advertising and Cannes Film Festival

Golden Lion Award for business marketing

Prior to his media career Mr Knight spent

ten years in finance and marketing with the

Dole Foods Company Mr Knight also serves

on the boards of Alaska Airlines Horizon Air

the San Diego Padres Baseball Club and

the Timken Museum of Art in San Diego He

is life member of the Council on Foreign

11
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Relations and corporate member of the

Hoover Institution at Stanford University

Mr Knights knowledge and expertise on

brand marketing and energy markets make

him particularly qualified for the Alaska Air

Group Board

Marc Langland

Director since 1991

Age 70

Mr Langland is member of the Boards

governance and nominating and its

compensation and leadership development

committees He has been chair and

director of Northrim Bank Anchorage Alaska

since 1998 served as director since 1990
and served as the banks president from

1990 until 2009 Mr Langland has also

served as chair president and CEO of the

banks parent company Northrim BanCorp

Inc since 1998 He was chair and CEO of

Key Bank of Alaska from 1987 to 1988 and

president from 1985 to 1987 From 1978 to

1985 Mr Langland was president of First

National Bank of Fairbanks In 2001
Mr Langland was inducted into the Alaska

Business Hall of Fame He served on the

board of trustees of the Alaska Permanent

Fund Corporation from 1987 to 1991 and

was chair from 1990 to 1991 Mr Langland

is past chairman of the Alaska State

Chamber of Commerce and Fairbanks

Chamber In 2008 the Alaska State

Chamber awarded Mr Langland the William

Egan Outstanding Alaskan Award He is

also director of Alaska Airlines Horizon Air

Usibelli Coal Mine Elliott Cove Capital

Management and Pacific Wealth Advisors

and is member of the Anchorage Chamber

of Commerce and board member and past

chairman of Commonwealth North

Mr Langlands background and skills as an

Alaska business leader and banker specially

qualify him for his role on the Alaska Air

Group Board

Dennis Madsen

Director since 2003

Age -63

Mr Madsen serves on the Boards

compensation and leadership development

committee and its audit committee He is

currently the chair of Evolucion Inc

evo.com an action sports retailer in

Seattle From 2000 to 2005 Mr Madsen

was president and CEO of Recreational

Equipment Inc REI retailer and online

merchant for outdoor gear and clothing He

served as REIs executive vice president and

COO from 1987 to 2000 and prior to that

held numerous positions throughout REI In

2010 Mr Madsen was appointed director

of West Marine Inc publicly traded retail

company in the recreational boating sector

He also serves on West Marines

governance and compensation committees

Other boards on which Mr Madsen is

member include Alaska Airlines Horizon Air

the Western Washington University

Foundation Western Washington University

Islandwood and the Youth Outdoors Legacy

Fund Mr Madsens experience in leading

large people-oriented and customer-service

driven organization specially qualifies him for

service on the Alaska Air Group Board

Byron Mallott

Director since 1982

Age -68

Mr Mallott serves on the Boards safety and

its governance and nominating committees

Currently he is senior fellow of the First

Alaskans Institute nonprofit organization

dedicated to the development of Alaska

Native peoples and their communities

position he has held since 2000 Mr Mallott

also serves on the Board of Trustees of the

Smithsonian Institutions National Museum

of the American Indian He has served the

state of Alaska in various advisory and

executive capacities and has also served

12
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as mayor of Yakutat and of Juneau From 1995

to 1999 he served as executive director chief

executive officer of the Alaska Permanent Fund

Corporation trust managing proceeds from the

state of Alaskas oil reserves He was director

of Sealaska Corporation Juneau Alaska from

1972 to 1988 chair from 1976 to 1983 and

CEO from 1982 to 1992 He owns Mallott

Enterprises personal investments and is

director of Alaska Airlines and Horizon Air

director and member of the nominating

committee of Sealaska Corporation and

director and member of the audit committee of

Yak-Tat Kwaan Inc and Native American Bank

NA Mr Mallotts leadership of native Alaskan

people and his experience with governmental

affairs specially qualify him for his role on the

Alaska Air Group Board

Kenneth Thompson

Director since 1999

Age -60

Mr Thompson is chair of the Boards

compensation and leadership development

committee and serves on the Boards safety

committee Since 2000 Mr Thompson has

been president and CEO of Pacific Star Energy

LLC private energy investment company in

Alaska with partial ownership in the oil

exploration firm Alaska Venture Capital Group

AVCG LLC where he serves as the managing

director Mr Thompson served as executive

vice president of ARCOs Asia Pacific oil and

gas operating companies in Alaska California

Indonesia China and Singapore from 1998 to

2000 Prior to that he was president of ARCO

Alaska Inc the parent companys oil and gas

producing division based in Anchorage Alaska

In 2011 Mr Thompson was appointed to the

Pioneer Natural Resources Company board of

directors He also serves on the boards of

Alaska Airlines Horizon Air Tetra Tech and

Coeur dAlene Mines Corporation as well as

number of community service organizations

Mr Thompson also serves on the

environmental health safety social

responsibility governance and nominating and

the audit committees of Coeur DAlene Mines

Corporation At Tetra Tech Inc Mr Thompson

serves on the audit governance and

nominating and compensation committees

and chairs the strategy planning committee At

Pioneer Natural Resources he serves on the

governance and nominating compensation

and hydrocarbon resources committees

Mr Thompsons business leadership

planning operations engineering and safety

regulatory experience specially qualify him for

his Alaska Air Group Board service

Bradley Tilden

Director since 2010

Age 51

Mr Tilden has served as president of Alaska

Airlines since December 2008 In February

2012 Mr Tilden was elected to succeed

Mr Ayer as President and CEO of Alaska Air

Group effective at the annual stockholders

meeting in May In May 2012 Mr Tilden will

also become CEO of Alaska Airlines and

Horizon Air He served as executive vice

president of finance and planning from 2002

to 2008 and as chief financial officer from

2000 to 2008 at both Alaska Airlines and

Alaska Air Group Prior to 2000 Mr Tilden was

vice president of finance at Alaska Airlines and

Alaska Air Group He also serves on the

boards of Alaska Airlines Horizon Air Flow

International Pacific Lutheran University and

the Chief Seattle Council of the Boy Scouts of

America Mr Tildens strategic planning skills

and financial expertise qualify him to serve on

the Air Group Board

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE

ELECTION OF THE TEN DIRECTOR NOMINEES NAMED ABOVE

UNLESS OTHERWISE INDICATED ON YOUR PROXY THE SHARES WILL BE

VOTED FOR THE ELECTION OF THESE TEN NOMINEES AS DIRECTORS
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PROPOSAL

RATIFICATION OF THE APPOINTMENT OF THE COMPANYS
INDEPENDENT ACCOUNTANTS

The Audit Committee has selected KPMG
LLP KPMG as the Companys

independent accountants for fiscal year

2012 and the Board is asking stockholders

to ratify that selection Although current law

rules and regulations as well as the charter

of the Audit Committee require the Audit

Committee to engage retain and supervise

the independent accountants the Board

considers the selection of the independent

accountants to be an important matter of

stockholder concern and is submitting the

selection of KPMG for ratification by

stockholders as matter of good corporate

practice

The affirmative vote of holders of majority

of the shares of common stock represented

at the meeting and entitled to vote on the

proposal is required to ratify the selection of

KPMG as the Companys independent

accountant for the current fiscal year

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE

RATIFICATION OF THE COMPANYS INDEPENDENT ACCOUNTANTS

PROPOSAL

ADVISORY VOTE REGARDING THE COMPENSATION

OF THE COMPANYS NAMED EXECUTIVE OFFICERS

The Company is providing its stockholders

with the opportunity to cast non-binding

advisory vote on the compensation of the

Companys named executive officers as

disclosed pursuant to the SECs executive

compensation disclosure rules and set forth

in this Proxy Statement including in the

compensation tables and the narrative

discussion accompanying those tables as

well as in the Compensation Discussion and

Analysis

As described more fully in the Compensation

Discussion and Analysis section beginning

on page 36 of this Proxy Statement the

structure of the Companys executive

compensation program is designed to

compensate executives appropriately and

competitively and to drive superior

performance For named executive officers

high percentage of total direct

compensation is variable and tied to the

success of the Company because they are

the senior leaders primarily responsible for

the overall execution of the Companys

strategy The Companys strategic goals are

reflected in its incentive-based executive

compensation programs so that the

interests of executives are aligned with

stockholder interests Executive

compensation is designed to be internally

equitable reflective of the business

challenges facing the Company and scaled

to the industry

The Compensation Discussion and Analysis

section of this Proxy Statement describes

the Companys executive compensation

programs and the decisions made by the

Compensation and Leadership Development

14
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Committee in 2011 in more detail

Highlights of these executive compensation

programs include the following

Base Salary

In general for the Named Executive

Officers the Committee targets base

salary levels at the 25th percentile

relative to the Companys peer group

with the opportunity to earn market-level

compensation through short- and long-

term incentive plans that pay when

performance objectives are met

Annual Incentive Pay

The Companys Named Executive Officers

are eligible to earn annual incentive pay

under the Performance-Based Pay Plan

which is intended to motivate the

executives to achieve specific Company

goals Annual target performance

measures reflect near-term financial and

operational goals that are consistent with

the strategic plan

Long-term Incentive Pay

Equity-based incentive awards that link

executive pay to stockholder value are an

important element of the Companys

executive compensation program Long-

term equity incentives that vest over

three- or four-year periods are awarded

annually resulting in overlapping vesting

periods that are designed to discourage

short-term risk taking and align Named

Executive Officers long-term interests

with those of stockholders while helping

the Company attract and retain

top-performing executives who fit team-

oriented and performance-driven culture

In accordance with the requirements of

Section 14A of the Exchange Act which was

added by the Dodd-Frank Wall Street Reform

and Consumer Protection Act and the

related rules of the SEC our Board of

Directors will request your advisory vote on

the following resolution at the 2012 Annual

Meeting

RESOLVED that the compensation paid

to the named executive officers as

disclosed in this Proxy Statement

pursuant to the SECs executive

compensation disclosure rules which

disclosure includes the Compensation

Discussion and Analysis the

compensation tables and the narrative

discussion that accompanies the

compensation tables is hereby

approved

This proposal on the compensation paid to

our named executive officers is advisory only

and will not be binding on the Company or

our Board and will not be construed as

overruling decision by the Company or our

Board or creating or implying any additional

fiduciary duty for the Company or our Board

However the Compensation and Leadership

Development Committee which is

responsible for designing and administering

the Companys executive compensation

program values the opinions expressed by

stockholders in their vote on this proposal

and will consider the outcome of the vote

when making future compensation decisions

for our named executive officers

Stockholders will be given an opportunity to

cast an advisory vote on this topic annually

with the next opportunity occurring in

connection with the Companys Annual

Meeting in 2013

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE APPROVAL

OF THE COMPENSATION OF THE NAMED EXECUTIVE OFFICERS AS DISCLOSED IN

THIS PROXY STATEMENT PURSUANT TO THE SECS EXECUTIVE COMPENSATION

DISCLOSURE RULES
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PROPOSAL

STOCKHOLDER PROPOSAL REGARDING RETENTION OF STOCK BY EXECUTIVES

Mr John Chevedden has given notice of his intention to present proposal at the 2012

Annual Meeting Mr Cheveddens address is 2215 Nelson Avenue No 205 Redondo Beach

California 90278 and Mr Chevedden represents that he owns 100 shares or 200 shares

after giving effect to the stock split of the Companys common stock Mr Cheveddens

proposal and supporting statement as submitted to the Company appear below

The Board of Directors opposes adoption of Mr Cheveddens proposal and asks stockholders

to review the Boards response which follows Mr Cheveddens proposal and supporting

statement below

The affirmative vote of the holders of majority of the shares of common stock present in

person or represented by proxy at the meeting and entitled to vote on the proposal is required

to approve this proposal

Executives To Retain Significant Stock

RESOLVED Shareholders urge that our executive pay committee adopt policy

requiring that senior executives retain significant percentage of stock acquired

through equity pay programs until one-year following the termination of their

employment and to report to shareholders regarding this policy before our next annual

shareholder meeting

Shareholders recommend that percentage of at least 25% of net after-tax stock be

required This policy shall apply to future grants and awards of equity pay and should

address the permissibility of transactions such as hedging transactions which are not

sales but reduce the risk of loss to executives This proposal asks for retention

policy starting as soon as possible

Requiring senior executives to hold significant portion of stock obtained through

executive pay plans after employment termination would focus our executives on our

companys long-term success Conference Board Task Force report on executive pay

stated that at least hold-to-retirement requirements give executives dan ever-growing

incentive to focus on long-term stock price performance

The merit of this proposal should also be considered in the context of the opportunity

for additional improvement in our companys 2011 reported corporate governance in

order to more fully realize our companys potential

The Corporate Library an independent research firm said our company had executive

pay issues Long-term incentive pay for executives consisted of performance stock

units PSU and time-based equity pay in the form of market-priced options and

restricted stock units Long-term incentive pay should include performance-vesting

features
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Moreover the 2010 PSUs covered three-year period and partial pay was triggered by

sub-median performance The CEO stock ownership guideline of one-times base salary was

not challenging enough Our CEO was potentially entitled to $16 million if there was change
in control Executive pay polices such as these were not in the interests of shareholders

James Thompson on our executive pay committee received our highest negative votes

Management has history of throwing cold water on majority votes by shareholders Our

Board failed to adopt cumulative voting which won our majority vote at our 2008 annual

meeting Furthermore we gave 63%-support to 2010 proposal for written consent This

63%-support even translated into 52% of all shares outstanding This was in spite of the fact

that our management intentionally gave the proposal two conflicting numbers Management
refused to act to implement our 63%-support

Marc Langland and Byron Mallott had 20 to 29-years long tenure and represented 50% of our

key nomination committee including the chairmanship Long-tenured directors can form

relationships that compromise their independence and therefore hinder their ability to provide

effective oversight

Our board was the only the significant directorship for five directors This could indicate

significant lack of current transferable director experience for half of our directors Byron

Mallott Jessie Knight Marion Blakey Patricia Bedient and Marc Langland

Please encourage our board to respond positively to this proposal Executives To Retain

Significant Stock Vote Yes on

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE AGAINST

PROPOSAL FOR THE FOLLOWING REASONS

The Board believes that the executive stock

ownership policy first adopted by the Board

in January 2009 and amended in November

2011 described on page 50 of this Proxy

Statement is superior to the policy

recommended in the foregoing stockholder

proposal for the following reasons

The Boards policy requires the CEO to

acquire and retain stock holdings equal

to five times annual salary and other

Named Executive Officers to acquire

and retain stock in an amount ranging

from two to three times their annual

salary based on their respective levels

of responsibility Each executive officer

is required to meet the applicable target

ownership threshold within five years of

appointment by the Board In contrast

for example under the proponents

recommended policy it would take

approximately 11 years for CEO to

reach the same level of stock holdings

required by our existing policy

The Board believes that requiring

executives to continue to acquire and

hold significant amounts of stock

indefinitely and above five times annual

salary could over time encourage

business decisions that are either too

risky or too risk-averse as result of

the compensation structure having

become too heavily weighted in one

area By setting the ownership

requirement at five times annual salary

for the CEO and at maximum of three

times annual salary for our other

executive officers the Board believes it

achieves meaningful tie between the
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interests of executives and those of

other long-term stockholders

Finally the proponent fails to explain

why stock retention after termination of

an executives employment contributes

to the long-term value of the Company

In fact the Conference Board Task

Force report quoted by the proponent

recommends that in order to focus

executives on long-term stock price

performance companies should simply

require executives to hold stock until

retirement This is exactly what the

Companys existing executive stock

ownership policy does In addition as

more fully described in the

Compensation Discussion and Analysis

section of this Proxy Statement the

Companys executive compensation

program includes other mechanisms

that align the long-term interests of

executives with those of stockholders

Specifically long-term equity-based

awards in the form of stock options

restricted stock units and performance

stock units comprise significant

portion of executives annual

compensation These awards which are

granted annually vest over three- or

four-year periods resulting in

overlapping vesting periods that are

designed to discourage short-term risk-

taking and align our executive officers

long-term interests with those of

stockholders Conversely post-

retirement retention policy such as the

one requested by the proponent could

hinder the Companys ability to attract

and retain talented executives who are

critical to the Companys long-term

success

ACCORDINGLY THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS VOTE

AGAINST PROPOSAL
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STRUCTURE OF THE BOARD OF DIRECTORS

In accordance with the Delaware General

Corporation Law and the Companys

Certificate of Incorporation and Bylaws our

business affairs are managed under the

direction of our Board of Directors Directors

meet their responsibilities by among other

things participating in meetings of the Board

and Board committees on which they serve

discussing matters with our Chairman and

CEO and other executives reviewing

materials provided to them and visiting our

facilities

Pursuant to the Bylaws the Board of

Directors has established four standing

committees which are the Audit Committee

the Compensation and Leadership

Development Committee the Governance

and Nominating Committee and the Safety

Committee Only independent directors serve

on these committees The Board has

adopted written charter for each

committee The charters of the Audit

Compensation and Leadership Development

Governance and Nominating and Safety

Committees are posted on the Companys

website can be accessed free of charge at

http//www.alaskaair.com/ and are available

in print to any stockholder who submits

written request to the Companys Corporate

Secretary

The table below shows the current

membership of the standing Board

committees An asterisk identifies the

chair of each committee

The principal functions of the standing Board

committees are as follows

Evaluate the size and composition of

the Board

Governance and Nominating Committee

Pursuant to its charter the Governance and

Nominating Committees responsibilities

include the following

Develop monitor and reassess from

time to time the Corporate Governance

Guidelines

Develop criteria for Board membership

Evaluate the independence of existing

and prospective members of the Board

Seek and evaluate qualified candidates

for election to the Board

Evaluate the nature structure and

composition of other Board committees

BOARD COMMITTEE MEMBERSHIPS

Patricia Bedient

Marion Blakey

Phyllis Campbell

Jessie Knight Jr

Marc Langland

Dennis Madsen

Byron Mallott

Kenneth Thompson
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Take steps it deems necessary or

appropriate with respect to annual

assessments of the performance of the

Board and each Board committee

including itself

Annually review and reassess the

adequacy of the Committees charter

and its performance and recommend

any proposed changes in the charter to

the Board of Directors for approval

Audit Committee

Pursuant to its charter the Audit

Committees responsibilities include

With regard to matters pertaining to the

independent registered public

accountants

Appoint them and oversee their work

Review at least annually their statement

regarding their internal quality-control

procedures and their relationship with

the Company

Maintain dialogue with respect to

their independence

Pre-approve all auditing and non-auditing

services they are to perform

Review annual and quarterly financial

statements and filings made with the SEC

Receive and review communications

required from the independent

registered public accountants under

applicable rules and standards

Establish clear hiring policies for

employees and former employees of the

independent registered public

accountants

Review audited financial statements

with management and the independent

registered public accountants

Receive and review required

communications from the independent

registered public accountants

With regard to matters pertaining to the

internal auditors

Review the planned activities and

results of the internal auditors and

Review any changes to the internal

audit charter

With regard to matters pertaining to

controls

Review major financial reporting risk

exposure and adequacy and

effectiveness of associated internal

controls

Review procedures with respect to

significant accounting policies and the

adequacy of financial controls

Discuss with management policies with

respect to risk assessment and risk

management including the process by

which the Company undertakes risk

assessment and risk management

Discuss with management as

appropriate earnings releases and any

information provided to analysts and

ratings agencies

Develop monitor and reassess from

time to time corporate compliance

program including code of conduct

and ethics policy decide on requested

changes to or waivers of such program

and code relating to officers and

directors and establish procedures for

confidential treatment of complaints

concerning accounting internal controls

or auditing matters

Obtain and review at least quarterly

statement from the CEO CEO and
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disclosure committee members

disclosing any significant deficiencies in

internal controls and any fraud that

involves management or other

employees with significant roles in

internal controls

Prepare the Audit Committee Report

required for the annual proxy statement

Annually review and reassess the

adequacy of the Committees charter

and performance and recommend for

Board approval any proposed changes

to the charter

Compensation and Leadership Development

Committee

Pursuant to its charter the Compensation

and Leadership Development Committees

responsibilities include the following

With regard to executive and director

compensation

Recommend for approval by the Board

changes in compensation and

insurance for the Companys and its

subsidiaries nonemployee directors

Set review and approve compensation

of the CEO and other elected and

non-elected officers of the Company

and its subsidiaries

Establish the process for approving

corporate goals relevant to CEO

compensation and for evaluating CEO

performance in light of those goals

Set annual goals under the

Performance-Based Pay and Operational

Performance Rewards plans and

administer the plans

Grant stock awards and stock options

Administer the supplementary

retirement plans for elected officers and

the equity-based incentive plans

Make recommendations to the Board

regarding other executive compensation

issues including modification or

adoption of plans

Fulfill ERISA fiduciary and non-fiduciary

functions for tax-qualified retirement

plans by monitoring the Alaska Air

Group Pension/Benefits Administrative

Committee Defined Contribution

Retirement Benefits Administrative

Committee and Pension Funds

Investment Committee and approve the

membership of those committees

trustees and trust agreements and the

extension of plan participation to

employees of subsidiaries

Approve the terms of employment and

severance agreements with elected

officers and the form of

change-in-control agreements

Review executive-level leadership

development and succession plans

Administer and make recommendations

to the Board of Directors with respect to

the Companys equity and other long-

term incentive equity plans

10 Produce the report on executive

compensation required for the annual

proxy statement

11 Annually review and reassess the

adequacy of the Committees charter

and its performance and recommend

any proposed changes in the charter to

the Board of Directors for approval

Safety Committee

Pursuant to its charter the Safety

Committees responsibilities include the

following

Monitor managements efforts to

ensure the safety of passengers and

employees of the Air Group companies
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Monitor and assist management in

creating uniform safety culture that

achieves the highest possible industry

performance measures

Review managements efforts to ensure

aviation security and reduce the risk of

security incidents

Periodically review with management
and outside experts all aspects of

airline safety

Evaluate the Companys health safety

and environmental policies and

practices

Annually review and reassess the

adequacy of the Committees performance

and its charter and recommend any

proposed changes in the charter to the

Board of Directors for approval

Board and Committee Meetings

In 2011 the Board of Directors held five

regular meetings The standing Board

committees held the following number of

meetings in 2011

Audit Committee

Compensation and Leadership

Development Committee

Governance and Nominating

Committee

Safety Committee

Each director attended at least 94% of all

Board and applicable committee meetings

during 2011 Each director is expected to

attend the Companys Annual Meeting of

Stockholders Last year all directors but

one attended the annual meeting

DIRECTOR INDEPENDENCE

The Board of Directors of the Company has

determined that all of the directors except

Mr Ayer and Mr Tilden which includes each

member of the Audit Committee

Governance and Nominating Committee and

Compensation and Leadership Development

Committee are independent under the

NYSE listing standards and the Companys

independent director standards that are set

forth in the Companys Corporate

Governance Guidelines In making its

determination the Board of Directors

considered the amount of charitable

contribution made by the Company to

charitable organization on which Ms Bedient

serves as director After consideration of

this matter and in accordance with the

Boards independent director criteria the

Board of Directors affirmatively determined

that the matter did not represent material

relationship with the Company because the

amount of the contribution was immaterial

with respect to the Companys and the

charitable organizations annual revenues

Each member of the Companys Audit

Committee meets the additional

independence financial literacy and

experience requirements contained in the

corporate governance listing standards of

the NYSE relating to audit committees or

required by the SEC The Board has

determined that Ms Bedient is an audit

committee financial expert as defined in

SEC rules

The Corporate Governance Guidelines are

available on the Companys internet website

at http//www.alaskaair.com and are

available in print to any stockholder who

submits written request to the Companys

Corporate Secretary
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Specifically the Board has determined that

independent directors must have no

material relationship with the Company

based on all material facts and

circumstances At minimum an

independent director must meet each of the

categorical standards listed below

The director has not within the last

three years been employed by and no

immediate family member has been an

executive officer of the Company

Neither the director nor any immediate

family member has in any 12-month

period in the last three years received

more than $100000 in direct

compensation from the Company other

than compensation for director or

committee service and pension or other

deferred compensation for prior service

With regard to the Companys

independent accountants firmi Neither

the director nor any immediate family

member is current partner of the

Companys independent accountants

firm ii the director is not current

employee of the independent

accountants firm iii no immediate

family member is current employee of

the independent accountants firm

working in its audit assurance or tax

compliance practice and iv neither the

director nor any immediate family

member was an employee or partner of

the independent accountants firm within

the last three years and worked on the

Companys audit within that time

Neither the director nor any immediate

family member has within the last

three years been part of an interlocking

directorate This means that no

executive officer of the Company serves

on the compensation committee of

company that employs the director or

an immediate family member

The director is not currently an employee

and no immediate family member is an

executive officer of another company

that represented at least 2% or $1

million whichever is greater of the

Companys gross revenues or ii of

which the Company represented at least

2% or $1 million whichever is greater of

such other companys gross revenues

in any of the last three fiscal years

Charitable contributions are excluded

from this calculation

The Board considers that the ordinary-course

business between the Company and an

organization of which the Board member is

an officer or director where the amount of

such business is immaterial with respect to

the Companys or the organizations annual

revenues does not create material

relationship

For the purposes of these standards

Company includes all Alaska Air Group

subsidiaries and other affiliates Immediate

family member includes the directors

spouse domestic partner parents children

siblings mothers- and fathers-in-law sons-

and daughters-in-law and anyone sharing

the directors home The independence

standards for the members of the Audit

Committee provide that in addition to the

foregoing standards they may not

receive any compensation other than

directors fees for Board and Audit

Committee service and permitted retirement

pay or be an affiliate of the Company

as defined by applicable SEC rules
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DIRECTOR NOMINATION POLICY

Identification and Evaluation of Candidates

Internal Process for Identifying

Candidates

The Governance and Nominating Committee

the Committee has two primary methods

for identifying candidates other than those

proposed by the Companys stockholders

as discussed below First on periodic

basis the Committee solicits ideas for

possible candidates from number of

sources including but not limited to

members of the Board senior-level Company

executives individuals personally known to

the members of the Board and research

Additionally the Committee may from time

to time use its authority under its charter to

retain at the Companys expense one or

more search firms to identify candidates

and to approve any such firms fees and

other retention terms If the Committee

retains one or more search firms those

firms may be asked to identify possible

candidates who meet the minimum and

desired qualifications established by the

Committee and to undertake such other

duties as the Committee may direct

Candidates Proposed by Stockholders

General Nomination Right of All

Stockholders

Any stockholder of the Company may
nominate one or more persons for election

as director of the Company at an annual

meeting of stockholders if the stockholder

complies with the notice information and

consent provisions contained in Article II

Section of the Companys Bylaws The

provisions generally require that written

notice of stockholders intent to make

nomination for the election of directors be

received by the Corporate Secretary of the
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Company no later than the close of business

on the 90th day and no earlier than the

close of business on the 120th day prior to

the first anniversary of the prior years

annual meeting The written notice

submitted by stockholder must also

satisfy the additional informational

requirements set forth in Article II Section

of the Bylaws See How can submit

proposal for next years annual meeting
on page for further information about the

deadlines applicable to the submission of

director nominations for next years annual

meeting of stockholders

The Corporate Secretary and General

Counsel will send copy of the Companys

Bylaws to any interested stockholder upon

request The Companys Bylaws are

also available on the Companys website at

http//www.alaskaair.com

Consideration of Director Candidates

Recommended by Stockholders

The Committee will evaluate candidates

recommended by single stockholder or

group of stockholders that has beneficially

owned more than 5% of the Companys

outstanding common stock for at least one

year and that satisfies the notice information

and consent provisions set forth below such

individual or group is referred to as the

Qualified Stockholder The Committees

policy on the evaluation of candidates

recommended by stockholders who are not

Qualified Stockholders is to evaluate such

recommendations and establish procedures

for such evaluations on case-by-case

basis This policy allows the Committee to

devote an appropriate amount of its own and

the Companys resources to each such

recommendation depending on the nature of

the recommendation itself and any
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supporting materials provided In addition as

discussed above non-Qualified Stockholders

have the ability to nominate one or more

director candidates directly at the annual

meeting All candidates whether identified

internally or by stockholder who after

evaluation are then recommended by the

Committee and approved by the Board will

be included in the Companys recommended

slate of director nominees in its proxy

statement

Initial Consideration of Candidates

Recommended by Qualified

Stockholders

The Committee will evaluate candidates

recommended by Qualified Stockholders in

accordance with the following procedures

Qualified Stockholders may propose

candidate for evaluation by the Committee

by delivering written notice to the

Committee satisfying each of the

requirements described below the

Notice The Notice must be received by

the Committee not less than 120 calendar

days before the anniversary of the date that

the Companys proxy statement was

released to stockholders in connection with

the previous years annual meeting No such

notice was received in connection with the

2012 Annual Meeting

Any candidate recommended by Qualified

Stockholder must be independent of the

Qualified Stockholder in all respects i.e
free of any material personal professional

financial or business relationships from the

nominating stockholder as determined by

the Committee or by applicable law Any

candidate submitted by Qualified

Stockholder must also meet the definition of

an independent director under applicable

NYSE rules

The Notice shall also contain or be

accompanied by the following information or

documentation

Proof of the required stock ownership

including the required holding period of

the stockholder or group of stockholders

The Committee may determine whether

the required stock ownership condition

has been satisfied for any stockholder

that is the stockholder of record Any

stockholder that is not the stockholder of

record must submit such evidence as the

Committee deems reasonable to

evidence the required ownership

percentage and holding period

written statement that the stockholder

intends to continue to own the required

percentage of shares through the date of

the annual meeting with respect to which

the candidate is nominated

The name or names of each stockholder

submitting the proposal the name of the

candidate and the written consent of

each such stockholder and the candidate

to be publicly identified

Regarding the candidate such persons

name age business and residence

address principal occupation or

employment number of shares of the

Companys stock beneficially owned if

any written rØsumØ or curriculum vitae

of personal and professional

experiences and all other information

relating to the candidate that would be

required to be disclosed in proxy

statement or other filings required in

connection with the solicitation of

proxies for election of directors pursuant

to Section 14a of the Securities

Exchange Act of 1934 as amended and

the regulations promulgated thereunder

the Exchange Act
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Regarding the candidate information

documents or affidavits demonstrating to

what extent the candidate meets the

required minimum criteria and the

desirable qualities or skills established

by the Committee The Notice must also

include written statement that the

stockholder submitting the proposal and

the candidate will make available to the

Committee all information reasonably

requested in furtherance of the

Committees evaluation of the candidate

Regarding the stockholder submitting the

proposal the persons business address

and contact information and any other

information that would be required to be

disclosed in proxy statement or other

filings required in connection with the

solicitation of proxies for election of

directors pursuant to Section 14a of

the Exchange Act

The signature of each candidate and of

each stockholder submitting the proposal

The Notice shall be delivered in writing by

registered or certified first-class mail

postage prepaid to the following address

Board of Directors

Alaska Air Group Inc

P0 Box 68947

Seattle WA 98168

The Corporate Secretary and General

Counsel will promptly forward the Notice to

the Lead Director and Chair of the

Governance and Nominating Committee

Initial Consideration of Candidates

Recommended by Other Stockholders

If based on the Committees initial

screening of candidate recommended by

Qualified Stockholder candidate continues

to be of interest to the Committee the Chair

of the Committee will request that the CEO

interview the candidate and the candidate

will be interviewed by one or more of the

other Committee members If the results of

these interviews are favorable the

candidate recommended by Qualified

Stockholder will be evaluated as set forth

below Except as may be required by

applicable law rule or regulation the

Committee will have no obligation to discuss

the outcome of the evaluation process or

the reasons for the Committees

recommendations with any Qualified

Stockholder who made proposal

Evaluation of Candidates

As to each recommended candidate that the

Committee believes merits consideration

the Committee will cause to be assembled

information concerning the background

qualifications and appropriate references of

the candidate including information

concerning the candidate required to be

disclosed in the Companys proxy statement

under the rules of the SEC and any

relationship between the candidate and the

person or persons recommending the

candidate The Committee will then

determine if the candidate satisfies the

qualifications set forth below under the

caption Policy on Minimum Qualifications

for All Directors ii conduct interviews with

the candidate as it deems necessary and

appropriate and iii consider the

contribution that the candidate can be

expected to make to the overall functioning

of the Board The Committee will then meet

to consider and finalize its list of

recommended candidates for the Boards

consideration

The Governance and Nominating Committee

will consider incumbent candidates based

on the same criteria used for candidates

recommended by Qualified Stockholders

provided that incumbents will also be

considered on the basis of the Committees
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annual evaluations of the effectiveness of the

Board its committees and their members

Policy on Minimum Qualifications for All

Directors

While there is no formal list of qualifications

the Governance and Nominating Committee

considers among other things the

prospective nominees relevant experience

intelligence independence commitment

ability to work with the CEO and within the

Board culture prominence diversity age

might include among other things CEO

experience senior-level international

experience senior-level regulatory or legal

experience and relevant senior-level

expertise in one or more of the following

areas finance accounting sales and

marketing safety organizational

development information technology and

government and public relations

BOARD LEADERSHIP

The Board currently has combined chair

and CEO and an independent lead director

The designation of lead director is

intended to promote independence and

appropriate oversight of management The

lead director serves as the chair of the

Governance and Nominating Committee The

lead directors responsibilities are to

preside over periodic meetings of

non-management directors as described in

Section 2.1.3 of the Companys Corporate

Governance Guidelines to lead the

non-management directors annual

evaluation of the CEO to conduct

interviews with incumbent directors annually

including discussion of each individual

directors self-assessment of his or her

contribution prior to nomination for election

at the next annual meeting to discuss

any proposed changes to committee

assignments with each affected director

annually in advance of the Governance and

Nominating Committee making its

committee membership recommendations to

the Board to review and provide input to

Board meeting agendas and such other

duties as may be described in the

Companys Corporate Governance

Guidelines In choosing this structure the

Board takes into consideration the highly

technical nature of the airline business and

the importance of having deep specific

industry knowledge when setting agendas

and leading the Boards discussions on

understanding of the Companys business

and other factors deemed relevant to Alaska

Air Group Board service Diversity is

considered broadly not merely with regard

to race gender or national origin but also

with regard to general background

geographical location and other facts The

consideration of diversity is implemented

through discussions at the Governance and

Nominating Committee In addition on an

annual basis as part of the Boards self-

evaluation the Board assesses whether the

mix and diversity of Board members is

appropriate for the Company For

candidate to serve as an independent

director an independent and questioning

mindset is critical The Committee also

considers prospective candidates

workload and whether he or she would be

able to attend the vast majority of Board

meetings be willing and available to serve

on Board committees and be able to devote

the additional time and effort necessary to

keep up with Board matters and the rapidly

changing environment in which the Company

operates Different substantive areas may

assume greater or lesser significance at

particular times in light of the Boards
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present composition and the Committees

or the Boards perceptions about future

issues and needs Relevant experiences

issues of strategic importance Because the

CEO is responsible for the day-to-day

operation of the Company and for

implementation of the Companys strategy

which is of critical importance to the

Companys performance the Board believes

that he or she generally is best suited to

serve as board chair The Board may decide

to separate the CEO and chair roles from

time to time at its discretion especially

during transition of leadership

RISK OVERSIGHT

Alaska Air Group has adopted an enterprise-

wide Risk Analysis and Oversight Program

This Program is designed to identify the

various risks faced by the organization

assign responsibility for managing those

risks to individual executives within the

management ranks and align these

management assignments with appropriate

board-level oversight

Responsibility for the oversight of the Program

itself has been delegated to the Boards Audit

Committee In turn the Audit Committee has

tasked the Companys chief risk compliance

and ethics officer with the day-to-day design

and implementation of the Program Under the

Program an Alaska Air Group Risk Matrix has

been developed and the organizations most

prominent risks have been identified

responsibility has been assigned to

appropriate executives and assignments have

been aligned for appropriate Board oversight

Responsibility for managing these risks

includes strategies related to both mitigation

acceptance and management and transfer

insurance The Risk Matrix is an ever-

changing document and is updated

continually At minimum the Audit

Committee receives quarterly updates

regarding the Program and an annual

in-person review of the Programs status by

the chief risk compliance and ethics officer

The Program also provides that each year

the Audit Committee of the Air Group Board

works with the chief risk compliance and

ethics officer and Air Groups management
executive committee to identify the most

pressing risk issues for the next year This

subset of the Risk Matrix is then designated

for heightened oversight during the next

year including periodic presentations by the

designated management executive to the

appropriate Board entity Furthermore these

areas of emphasis regarding risks are

specifically reviewed and discussed with

executive management during an annual

executive officer planning session in the

third quarter of each year and are

incorporated into the process of developing

the Air Group strategic plan for the coming

year

As part of its oversight of the Companys

executive compensation program the

Compensation and Leadership Development

Committee along with its current

independent consultant Mercer Consulting

retained by the Committee in late 2009
and the Companys management team has

reviewed the risk impact of the Companys

executive compensation Based on this

review the Company has concluded that its

executive compensation programs do not

encourage risk taking to degree that is

reasonably likely to have materially

adverse impact on the Company

The Company believes that its leadership

structure discussed in detail under the
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heading Board Leadership above

supports the risk oversight function of the

Board for the same reasons that it believes

the leadership structure is most effective for

the Company namely that while facilitating

open discussion and communication from

The Air Group Board holds regular executive

sessions of non-management directors

quarterly As provided in the charter of the

Governance and Nominating Committee the

independent members of the Board it

ensures that strategic discussions are led

by an individual with deep understanding

of the highly technical and complex nature of

the airline business

lead director who presides over these

executive sessions is the chair of the

Governance and Nominating Committee

STOCKHOLDER COMMUNICATION POLICY

Any stockholder or interested party who

wishes to communicate with the Alaska Air

Group Board of Directors or any specific

directors including the lead director who

presides over executive sessions of the

non-employee directors or with the

non-employee directors as group may

write to

Board of Directors

Alaska Air Group Inc

P0 Box 68947

Seattle WA 98168

Depending on the subject matter

management will

forward the communication to the director

or directors to whom it is addressed for

example if the communication received

deals with questions concerns or

complaints regarding accounting internal

accounting controls and auditing matters

it will be forwarded by management to the

chair of the Audit Committee for review

attempt to handle the inquiry directly for

example where it is request for

information about the Companys

operations or it is stock-related matter

that does not appear to require direct

attention by the Board or any individual

director or

not forward the communication if it is

primarily commercial in nature or if it

relates to an improper or irrelevant topic

At each meeting of the Governance and

Nominating Committee the corporate secretary

presents summary of all communications

received since the last meeting of the

Governance and Nominating Committee and

will make those communications available to

any director on request

CODE OF CONDUCT AND ETHICS

The Company has adopted Code of

Conduct and Ethics that applies to all

employees of the Company including our

CEO CEO principal accounting officer and

persons performing similar functions The

Code of Conduct and Ethics is located on

the Companys Internet website at http//

www.alaskaair.com and is available in print

EXECUTIVE SESSIONS AND LEAD DIRECTOR
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to any stockholder who requests it

Information on the Companys website

however does not form part of this Proxy

Statement The Company intends to

disclose any amendments other than

technical administrative or non-substantive

amendments to and any waivers from

provision of the Code of Conduct and Ethics

for directors or executive officers on the

Companys internet website

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Policies and Procedures for Approval of Related

Person Transactions

The Board of Directors has adopted

written policy for review approval or

ratification of any transaction arrangement

or relationship in which the Company was
is or will be participant ii the aggregate

amount involved exceeds $120000 in any

calendar year and iii related person has

or will have direct or indirect material

interest other than solely as result of

being director or the beneficial owner of

less than 10% of another entity For

purposes of the policy related person is

any person who is or at any time since

the beginning of the last fiscal year was one

of the directors or executive officers or

nominee to become director ii any

beneficial owner of more than 5% of our

common stock or iii any immediate family

member of any the these persons

Under the policy once related person

transaction has been identified the Audit

Committee or for transactions that involve

less than $1 million in the aggregate the

Chair of the Audit Committee must review

the transaction for approval or ratification

Members of the Audit Committee or the

Chair of the Audit Committee as applicable

will review all relevant facts regarding the

transaction in determining whether to

approve or ratify it including the extent of

the related persons interest in the

transaction whether the terms are

comparable to those generally available in

arms length transactions and whether the

transaction is consistent with the best

interests of the Company The related

person involved in the transaction will

participate in the approval or ratification

process only to provide additional

information as requested for the review

Once initially approved or ratified all

transactions with related persons will be

reviewed at least annually

The policy does not require review or

approval of the following transactions

employment by the Company of an

executive officer unless he or she is an

immediate family member of another related

person ii any compensation paid by the

Company to director and iii transaction

in which related persons interest arises

solely from the ownership of equity

securities and all holders of the securities

receive the same benefit on pro rata

basis

Certain Transactions with Related Persons

The Company and its subsidiaries have

transactions in the ordinary course of

business with other corporations of which

the Companys executive officers or

directors or members of their immediate

families are directors executive officers or

stockholders The amounts involved are less

than the disclosure thresholds set by the

SEC or the executive officer or director or

his or her family member does not have

direct or indirect material interest as that

term is used in SEC rules in the

transaction
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ihe dLcussions with KPMG also included

the material and judgmental matter

iequired by Statement on Auditing Standards

No 61 Communication with Audit

Committees as amendcd by the Authting

Standards Board of the American Institute cf

Certified Public Accountant

The Committee has also received and

reviewed the written disclosures and the

KPMC letter required by PCAOB Rule 3626

Communicating with Audit Committees

Concerning Independence and has

discussed with KPMG their independence

Based on the review and discussions

described above the Audit Co nmittee

recommended to the Board of Directore tt at

the audited financ al statements be included

Alaska Air Groups Annual Report on Eon

10 for the fiscal year ended December 31

atnicia Bedient Chair

Marion Blakey Member

Dennis Madsen Member
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Patricia Bethent

Marion Blakey

Phyllis Campbell

Jeasm Knight Jr

Marc Lankland

DCnnis Mads

Byron Mallott

Kenneth Thompson

iF Company expects directors to act in thc

ompanys best interest2 regardless of the

number ol sharec they own However in

2012 the Board of Directors revised its

share ownership policy far its members

Each on employee director is expected to

hoki shares of Company stock having

yr lue equal to at least three times the

director annual cash retainer such

ownership to be achieve within five year2

joining the Board Deferr tock units held

by directors whict 100vted at

giant t$ll crunt tcwa he holding

mquirement even though they will not be

ssucd until directors resign from the Board

in adthbon the All Other compr neation column mcludes the valuc of romhurem nt br txcs on the

SarisportaSon ban rts prood to each dector quantmd below
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unit awar is that vest onl if pr ifi

rforrnance level hi or

2010 nd 201 pe torn nc cc

awards vct based on th orn ry
total sharet old return

peer group of ipa th

execUtive p1ortun ty bent

the awird di oc hr kcd he

crc Thon of Inc tc khold

lurthe nha the Icil etv en the

int oi ox ut ri

stockholdc all it ii

elected officer xp 311

specified level omp to

forth in the oripany own hip

he ompeneation md adr hip

Developr wnt ommi ma eviewed it

cc mpc nsati prooral mc ft xccuti nd

tor non executive bel yr ml

con nsation is structure ir way tl at

doe not create rn ks that wc uld be

rc 35on bly likely to teria Iv

elf ct on thc Comp my

The objective of he ox yr

compensation propraris nn med by

tb Alafra Air Group mid moc air

nd Lomderhip te elopm nt omni itt

are as follows

to attract and ret in higF ly quahfied

executives whc th ni any
values md com 3mitr nt it pit

pla by designinb the tot ml or mpen 3tio

package mpc tit wi Im an

mppropriate peer group

to motwate executives to provid

excellent leadership and achieve

Company goals by linking inct py
to thr achic yemen of pc cific rc

ht are reflecte in the rent rn

ncentivc performance Ba iy
Ian

and the Comp ny ite in

to align he interests of executives

employees and tockholclers by tying

Im pE mrtion ol ci executives total

rect cc ripen ation deh ma base

sho rm incentive pay nd

quity aw ir tc the achievement of

ohj tive teal nel mted to the mpony
fnannil pcrfoimance mate yrecord

true ne 3nd custonm

atiaf3tion arid

to orovide executive with reasonable

security to motivate th to continue

employment with the Company armd

chieve pomla th it will helt th Company

en in compe itivc thr for the

or Nanm 11 rti OffKtO tte

or mpensatio leader hip it

tmnmi will generally et bae ilary at

mppno inmate he rcentil mnd

rovide exe utive an opontuniity to achievc

ot net com io If p0th

ercentik ii arm ucil nd 1onm term in tivc
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tl oe anpc xcc dod
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evelopn men mit niitt detennimi icy and

ip ov the Nan xr cutiv 0ffic rs

nmpc ia Iii Ih omnr itte netoinn

Men en on ult np LI Men wI oIly



own ubsidiary of Marsh Ler nan tho cnsiltant has direct ar to th

Co ip in to rime uoirimiririee

wi ite ab itiri rr ated to th

ipany xecut and board of firector

ri nsntu rogra Ti In additior to

serv rg a3 Jlt3rl ito Commi tee

Morcer al
ri provided othc ervice to the

tipany during 20 rri ktin tri th

ipa iy mpl yeri ii p1 ins

luding hi 3d p1 ir tiain nod for

hr nefil us pnr rilly well

our upol ic 31 retirortient lans

intai the Co npanys xocut ye

ile ar otrr ghly .n at

ri ployr In 011 Mc 5rir oeivcd

po $20 000 ro th Co pa iv

onn ctic if rio ulti vie for
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liii th or mflliate rvioe

to the Com any
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the Commmttre has ole uthor ty Ic

retain ar tei minatc th con uliant

Whom determining executive oompens atiom
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vane of sou ces well sevomal flher

tact rs scribe mlow

Whom he miming cxc cutive compensation

tte Committee con 3mdcrs input from

variety of souncri as wri II sevra other

fa tor described below
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pri
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Tota Direct Compe nation of CEO Total Direct Compensation of Other

iodic Dy the Committee reviews and

es tot direct compensation at the

xecutive level lr analyzing the Named

Executive Officera mper atior for 2011

Corr mitts vicwe th total direct

eornpe iat executives of this peer

ou of carrw is cxclu Jing the

eomparies that ceased reporting

pe nsat on data ca use they re no

longer public

ft ng ompar es rep eser the peer

gr up so eeted by the Cor ir littee

omparator for detormii appropriate

omp nsahon level beginning in 2010

AcTra odi ig

AMR orporation

ntinental Airline

Delta Lines

Exprecsiet

Hawai Holding

tBlue Airw iy
Mesa \Gr ur
Repubi Airways Holdings

wWest
Soutt Oct rh es

United Airhin

US Airwiys oup

Du to me rger or oths rgdn ation ita

wa longer epirat hy porte for

Continent ii xpres5icl or Mesa Air oup

at the time 2011 compensation wa sct for

ecu ivo and result they were not

included in the Co mitt or grc up

ar ilysis

In general the impany executive

eo iponsation progrim deigned to

achieve total direct corn ocr atic at the

bOth percentile of the peer group dat for

Named Exceutive OtheeL

The Coin ittec choe to nclude th

companies named above in its peer group
fo tEe fcllowinb reazon

they present group of uffic ient size

to pre ent rca0 inab indicator

executive compensation level

They as in the airline induoty and their

busincsscs ire siriilart tEe Crnpany
mine cj

Them disn innual revenu of tiis group

is close th Cr ipany innual

evnue

The Comp my eom etc witf the0e pee

cornpanie0 for talent ill tam key

ndustvyrelat executive po ition

so

iiBase Pay OVadabie Pay

140
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Incentive award paymr nts may range from

70 to 200/o of the Named Executive

Off icerc target based on the achievement

objective performance standrds set by the

Cc mpensation and Leadership Development

Ccmmittee at thc ginning of each year

For each performance metric performance

at the target level will generally result in

payout of the target amunt for that

metric while the payout is generally 200%

for performance cr ahrive the maxmium

level and 25% for perform nce at the

threshold level lhe payout percentages are

prorated for performance between the levels

identified below but if performance for

particular metric below the threshold

frvel no pay lient will be made as to that

4ric The Committee retains the discretion

to reduce bonus amounts below the level

that would otherwise be id based on

these metrics 2011 the Performance

Psed Pay Plan mtr were st as follow

Operahonal Performance

Safety

Lost time injurie per 100 full time

employee 5%
Air raft gr und damage 5%

Cost per available seat mil

rxcluding Fuel and peci il items

Threshod Target Meximumiiii
10%

50 37 44 30 42 2J
or fewer or fewer or fewer or fr or fewer or fewer

Ott 12Of 1bf 11 Sf 14f lIOf

aska Air Group Profitability

Adlustd Pretax Profit 10% $250 million $100 million

Notc Adtustod pro tax profit mci is thc or income of Ala rka Air Group as co opuied by AAP and adjuted ft

Excluded iterns and Alternative Accounting ireatm rnts Lxcluded items mecns icornr taxes pretax

cxper or under any Al isfe Air Group or subsidiary profit sharing performance baed pry operadonal

performanc rewards vanablc pay cr imilar programs as ceterrnind in the discretion ol th Compnsation aid

Ic idership Dovelopmc it Comnrittc and specia incorrc or expense itorn th ii th d%crction of thc

Gornpr ne ition and Leadersh Devr lopmc it Oommittc sh uld be excluded becau rr cc gn ing them would riot

pr ropri rtey crvcr goalo of Flair Theec
ry

includc without mitritiori gain or lo or disposition of

ital sets rpirr icr other hr et sit costs expc nee from volunta ivoluritary yr rance program

oven nc nt ref nd or asscAan rod the curr ulatve effect of ac cou iting cha pea temnative Accounting

itinc rita mc expense in ome item ha or purposes of caP ulating Adiucred rtntax fit the

Compa iy or ry subsidiary ii court fu bae non GAAP met rude becau in the tie ref ion of thc

Cump isatic ri nd Le idc rehip 0ev lopr it it Goriar Ace us op GAAP recount ng metho wc uld not appr prkitely

cc rye ftc foals the Plan eec may ludc itt ut limi ition fu hedgc .rc counti
ig

Abed

iLL

22 20 10 15 15 05
am fewer or fewer or em or

M5dAUfed by th numb of mos mSA mm BA

months we exceed our monthly

cutomer sat sfaction Foal

10%



Annual target pErformance measures reflect

fdnccu nd UpE iatiunn ir that art

constent with the strategic plan Maximum

goals reflect uperior PCI ormance while

thres iold goal generally re lect sn

cceptabl but minim level of improvement

over te prior years perforrrano The 2011

Alaska Air roup profitability target of $475

million corresponded to 10 7% return on

inve ted capital P01 the manys goal

is to achieve 0% averace ROIC over the

busines cycle whirl the Company believes

it to rc profit bly ht afty
and Lmp oyee ngageme it measures were

at love tIe Committee believes will

drive continaous improve nert nd mintain

the Company nputation leader in the

industry in the are The cost

available seat nilc exeli fuel id

special items CASM metric was imilarly

ehose to supp rt the Cc mpany
achieve nent of it strate ic plan The

non ticket passenger rev ..riue mc di icr

shown below is aligned with Alaska Air

Group overall oCerstioral performance

goal and helps balanc the incent yes in

thi Pc rforrnanc eBased Pay Plan

Tb Con mitc be eve it using adjusted

ma..ir sjcl CAIevLdingfuel
special ems ar ijusted pro tax

ofit rathr than Gener Accepted

Ace ounting Principles GAAP measures

iHOlO tosely trt5 rult to tlemtnt

performance that can be controlled the

decisions and actions of employees thereby

providing mon direct link between

performance ar reward additi by

removing the short term im act of rtair

business decisions such the gain or loss

on disposition of cipital asseU for

xample using adjuste mea.ure

encourages executives to make decision

hat are in the St irlterest of Company

over the long tern

For ..011 modifier wa adde the

Performance Based Pay Plan that re-ultcd in

plus or minus ten pe rcentage poir ts base

on Alaska Air Gnups no ticket passenger

revenue pe passenger Non tic ke

passenger revenue include fees br such

things first chass upgriaes eaggage

ticketing change on boa food id

beverage md other services not included in

the base fare This measure was itended

to reinf cc the ompany 2011 trategI

goal of increasing revenues The non icke

paseriger revenue modifier is slignc with

ach subsidiarys ope rat onal perform mnce

goals and helps bala icc the in eritiv in

rho Pc rrylsn Pay Plan Th

performance measures are detmiled telcw

10 ph ph ph ph ph No AdJ ph ph pts

11.0 11.10 1120 11.30 1140 1150 150 1160 ITJO

ph ph

1180 11.90

44



oHoing cli xampk of thr ilculation of th 2011 Porforn once liased Ian ut for

Al Ft Airl ne ox cu ye wh llE pa ticip Ition 15% of bae salary

AC cents

100%

134

irticif ft fl AftI

yc of Li al

10%

01 3i

uIisoIc Yt pwtR us mt

u0v Oft or

Th Performance is if ay alan hao paid nt as ll it in optio

10 00

0/

n0

lIE/o
184

695

91

of Tarqst

In ho at of th ornpany employees

luchng the executrvc off cci partic poth in

separate incentive plan aIled Oporato al

Performanc How rds which pays monthly

Er poyee ng gc mont/ to nor atofa tion

8191 yc
Vll1t e/cC1udul to

11 monthS bOi i0%

10/

2O% 100% 24%



in ntive $100 to aD en ployecs when

ri er pnor k11ft td t1t dIL

rd ed ichievi nt of

tiiys perf ire ane and usUmer

Iti fa tic goal iia ir iui annu

payout ton ict or iployr t20O

on tc ïïì equity ed entive aw ird that

hnk xc ivc pay to ut cfrholder lue Ire

ir io.tant es nt the Cmp mv xecutivr

co pun it in gnaii ing term iquity

ir ntive if it vest ov irce or four year

pe ods an aw dod in tiDy resulting in

ippi ig yes in od awards are

do gn to cur ig hort rm taking

mi re mini iii nd Ito ign Na red

iv if nCr st wi thoseof

kho dci In dde equity based award

lp tact ml ii to oe to mi

xc iv vi tn ncr and

pUrl iii 91 Criv Luku

Ii in
if my oitior of ts long term

in 1W id to un Officers

in th xi pte th in cxcrcne

that oqu ii the mir market value of

miiy comruion tock or th grant

dolt Th rued Ex ci tive Of icers will

if ir st Opu th ly if

tie at Grouf tockholders would

i/c iluc they punch ised sharc

thn ii the ame pc nod the executivc

hi in st xi opt the to
pt ci unctio rc tentior ritiv

or iv ey ge icra ly vest ntably

in riod afif the datc of grant

Cc pan ml lo grinif ong term incen tive

wand imel Fxeti ivc Officers the

to cf st td ubifct thc

cx mtvc no linucc En plcymc nit with th

my in he vtn ted ck units

icr mIly on thc rd annvc nary of

ite hcy are tnt id up vesting are

fad in shares of Alaska Air Group com nor

tucl Ihe UllItb pruvldc Rrlg WI

retentior inc entive through thc tirig

pci iod th it is riot depenc nit olely on 5Cc

price apprccition iits are de ig ied

further link executives interest witt tho
of Ai Groups stockholders as the lits

value is based on th value of Air Group

common stock

The Comoony al mo rant it Named

xecut vc Off ieee performance tocf units

part of the long tern ci uity sed inc entivc

program fonman utcek iis veut

only if thc Company icl ieves perfcrmance

golsetab hcdbyth mmittee ci th

performance period covered by he awa

Fenlormance tcck ui iLS also novidc

retention inc entive the Executive ieral

must be tnt plcyd through thu perlon uianice

period for thn nit to Beginr ing

2010 PC for riance stock units ivn bee

tied to total shareholder re urn SN
compared to indu try peer group iese

perfonmanc tock unit hn Ip to furthe ink

the in ercts of xe utive witt th cf in

stockhol lens tie vesting of tI unit

depends on the Compmny IR nd the

ultnxit lu ury poi 1hc iva

thatvcsts depends inthc value Ith

Company corn non tock

Ihe perfc rmance stock iits gn inte ii

2011 are el gible to et hacd in

Company TSR relative to he ol owir pet

group ovr the th cc year nod

commencing January 2011 AMR Delta

Air Lines uwxiian Holdings Je Bluc

Airways Mea Air Ge.up Fepubli Ai wiy

Holdings SkyWevt South veEt Airl

United Airline and Airways cup Ti

Committ will idjust the peer gr up

annu illy it onn propri on

more of lie peer airline cc ist to be

publicly traded ripany the Cxxi ittec



hose as thc performance rneaure for

these wards to piovidc aiditional incentive

ft exe tives ft hel create shareholder

uc von the nat re of the irHne

ss th omr ittee belir ve that

rieauring TSR on relative basis against

an industry peer group rather than on an

absolute bais provides more relevant

relIc tion of the iipany prformance by

mifigting the impact of var macro

ctorr toed to Tect the

entirc industry nd that are igely not unde

the cm trol of executives Beginning

performance tock unit awards will be

based percent on the Company 1SR

pe formanc lati to its peer group and

CC percent relative to SP COO companie
1h Comniittee believes that also measuring

th Comp ny perlormanc litive to the

bio Ti irket enc uraes executive to

rnanagc the Company is such way as to

attn treader range of investors he

pe ntag of the performancc stock units

that vest may argc from Ofo 200% of the

ft rg numb of units subject to the award

depending on the Companyc relative

for the performance nod TI Committee

did not gi Pint perfo mane stock units in

2CO9 but granv were made for thc three

ye pericrmancc pcrioas bcginriing in

luary 2010 md 201

the Committee cniders and generally

follows equity giant fuidelinec that are

determined based on thc irge total dir ct

compensation Ic vels arid pay mix dc ccnib

rhove Target equiy grarts when combinc

with the bae laiy and annn tirgc

icentivc opportun ty dccc rihed above are

designed to achieve total direct

compensation at the COt peicentile of thc

peer group data foi Named Executive

Officers he Co iii mittee niay adjut quity

grants to the Named Lx utive Officer

above or below th5u tar ftt es Cu Oi

the Commttee neral asse mer

the individual ontribution the

suer ess of tte Compe nyft fin mnci ml

performanc

irternal pay equity

the individuals performance of job

respo isibilitic. ar

the accounting impact tc th Company

and peter ti ml di ution ffeets of the

grant

lhe mmittee beli ves that stock opton

time based restricted etock units and

pc rform mncc stock units each provid

icentives that re important to the

Companys cxc cutivc cor ipens ition program

is whole henton the Commit

generally allo atec approximately the same

amount of grant te value based on the

principle used in .hc Compa my fin mm cml

reporting of ah executives total equity

rcen ive awe rd to each of the ft rc types

of awards

1/
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effectic way to perr it cxc ive to receive

the tax br nefits associated with delaying thc

income tax event on th compensation

deferrc

Plcae ee the tables iii dcr Pen ion ar

Other Retirement Plans and 011

mqu lified Deferred ornpensatior and

the information following the tb for

decription of thee plms paye ard

repectivelj

In February 2012 Mr Tilden was named

CEO effective May 212 following the

Annual Meeting Following that datc

Mr Ayer will continue the Compmy
executive cha In connection with thk

change the Com mCee approv an annu

base s3laiy of $42b 000 for Mr Tilden

Beginning in 201 Mr Tildens targct

participation rate in the Comç anys horE

term anr ual cash incc ntive p1 will be

100% of base salary and hc will be entitled

to receive long term incentive quity award

at target rate of 300% of ba alary Or

forua 14 2012 the Committee gnnted

Mr Tin CArl ird of prforr ore tk
units with grant te fair vsl equal to

400% of his base lary in co inection with

hi pror lotior to CEO The Comn ittee ec

Mr Aycr 201 anrual salaryat $103 000

coiimenurate with an anticpitcd reductior

in his responsibilities during the leadership

transition Mr Ayer will con in to be

eliible to receive ar nual equi awards hut

at level consistent with he valu of equity

received by the Company oh or

non employee Board me nber

ihe Compen lion and adc rship

Dc velopment Committe bc Ic yes th

qu ring sigrufic ml sloct up bj

cxc utive fcrth iligri their mt re If

iose of long to ii ckl old lr Oil
Compensatic Id rh

Dcv lopr lent nlinitt ccvi JIb

Cc mpanyr stock cw tership for

Cl cted 4ficcN Under tfe rcvsd 001

within five year of el elk cache cutrv

ice nri ii frr ally wn of it

arc th Cc mp my ir ion ck

Ver rJrk

cxc ese of pe ifi rnulap of If

individual hae lary follow

tf CL is icqu to mquir md
hold Company stok with vue of

five time be al 3rv ond

other Na ie Execotive Oft cer
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Comipany tock wilt viluc of twc to

force at ms aia dc hug on

tf or of rce on billy
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hares otcommor to aeq rinid in

air oct io with tIme ye ti 01 cc 4ic Ic

ockuatc Mid to mmrc ot ails

irtil If holding Ia get is rca

nexc rc ied ck Of tiori unve In

no tnicted stock ur aid unvct

afcxrnance hir irIs do cou

ward tishmctior of the own hif

require mer he Commit cc ccvi ws

compliar cc with this requrremen nnu mlly

Our rnmsrdcr tradinC policy prof ib Is our

cx cutiv off icc nclud ng Ihe Nan mcd

xoc utiv Offic crs from mgi in in cc rt mir

peculat ye Iran act ion ii the om any

sec untie ir eluding rig rgrrrg short nn

trading short mles iblicly tr mded option

such puts II ott er nivotivo

ecuritie mm gin cc aunts le dge

hcd org Inn or
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section bo included the Companys 2011

Aniual Report on Form 10 on file with the

SEC afld the Companys 2011 Proxy

Statement
Kenneth Thon pson Chair

Phyllis Campbell former Chair

Marc Langland iiember

Dennis Madsen member

SEC filings sometimes incorporate mformation by reference This means the Company is refernng you to

infoimation that has previously been filed with the SE and that this information should be considered part

of the filing you sre reading Unless the Company specifically states otherwise this report sli ill not be deemed

to be incorporated by reference and shall not constitute soliciting material or otherw se be conside rer filed

under the Securities Act or the Exchange Act

The Compensation and Leadership

Development Comm ttee members whose

no nes appear on the Compensation and

eddership Development ommittee- Report

above were committee members during all

of 2011 except for Ms Campbell and

Mr Langland each of whom served partial

year as result of Mr Langland joining the

Committee and Ms Campbell leaving the

Committee in May 2011 No member of the

Compensation and leadership Development

Committee during 2011 is or has been an

executive officer or employee of the

Company or has had any relationships

requiring disclosure by the Company under

ie SECs rules iequiring disclosure of

certain relationshirs and related party

transactions None of the Companys

executive off cers served as director or

member of compenstion committee or

other committee serving an equivalent

function of any other entity the executive

officers of which served as director or

member of the Con pensation and

Leadership Development Committee during

the fiscal year ended December 31 2011
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FIr aemr nt or oai ned mi nd th ftc ci 17 et merit P1 ied p1

wel am or ime xc iv ifi or cou it under the Noncu liP or ro tion

Plan For Mr Mirocuce and Mr Ped ren mi iy
untributioris to the Def ned Contribuh

Supplementary Retirement P1 DC OSHP thc defined benefit plan or reportc in ur rid

det iled in the fable in Footnotc bCiOW

The following table pre rent detailed information on the types and amounts of itior reported for the

Nar red Exec utivr OfFicer in Co umn of the Sumrn 317 Compensation Table or olumnr each perquioitc

md other pear en ft ix in laded the oto and ideot0iud and if we thp greater tch 000 or

l0 of the tot ml amount of erquisites id other benefits for that officer is quantified in thc table below All

reimbursc merit ci ix wilh ic pec to pe qc mites and othc beri fits are itnied rid quantified ix

rc irribursern nt air rovrcled to travel ivilege unique to the iii line indu
ry

Also mi luded if the total for

do 31 ipany icrein nt of provi in5 flight
ti riefit Al Ha Airlir es Hoard Room

nremb rhrp ir ml ry 31 rid mcc ic nt ii de th and rim xiemb rrnerit in ur inc prc miums By providing

sitivc epae vc vs IF out mx on equeirce to Namd Lxc cutivc Ofiicer arc atdc to ver hpfhly

valued ben fit it low coat at ie ColA my In addition we bc Rev that this benefit provides th opportunity

for Named sec utive Oificc rs to co inert with the Company froritlinc employees rioted in the

Compc nsotron Dr mcu ion arid Anaiyif ocr tior above we pay each of the Noise Exc cutive Off icer

Pr rquisite Allowance ecu ml to 12if cit the xeccrtrve se salary in lieu of providing perqui iWo other th in

Si ut

Olhcr in ludea thr amp roy ii cm mc nt cost of providing flight benefit flask Airline Board Room

rriemntic rahip annu ml physic ml and or cidc nta deut arid dismember ix ml rmrsuranr pi
imniurn

Comp mtion mod Ic ad hip Dcv 10pm nt omniittc granted pcciai in nt yr award including tock

opt on or re tri if stock on Ic Mr Ayer anuomy 2009

Itci dl n..r II Other Compeneatmn Column

.. ... .... ....



Mr noon ws elect President of Honzon Air Industries Inc in June 2010 Previously ho was Executive

Vice Pr ident/1 inc an CO nf Aaska Ar Graup Inc The rnpon aton and oai rhip 0ev Iep nent

rrai itte rantcd pceial performance stock unit award to Mr Johnson upon his election to pr sident of

hon cn Air on June 10 010

Mr Prders ii el c1ed CEO of Alacka Air Group and Alaska Airlines in June 2010 and was not Named
xccu yr Oflner

prici to 2010 As such only Mr Podorsn 2010 and 20 compensation information is

included

ri
follow ip tablc pr or informatio regarding the incentive awards granted to the Named Executive

Office to 2011 Ploaae se the Ferformance Based Annual Pay oction en page 42 of the

pi Irlu cu ian ci An ilysis above for description of tee Ilaterial terms ot the non equi

inc ntiv an awards reporte in this thle and the Longierm quay Based Pay 3d on on page 40
the omper ion Disw sion and \nalysm for of the material terms of ti equay

ed aw iids rr aw Irds reported in the table below was

5n

Key RSUn Retrict took nt PtJ Performance Stock Units PBP Plan Pc niormance Bas ny El

Th iou it rc Torted mn reflect the fur valuc of these awards on the grant date dote mmcd
un ic pnir iples led calcul ito th value of equity awards for purpo es of the Company to ancial

teirc nt nd ii ay or iy not be representative of the vilue eventually reilized by thc executive Fir

di us the is urnpt us and icthodologies ed to value th award reported in Column cane Sc
the Ii an of stock aw md md option awards contained in Note 13 StocfoBascd Compensation Plan to

thc to impany Cons lid ited Financial tateme its included as part of the Company 011 Annu ml eport
ii on Form tOK with th IC and incorporated he ciii by efercnre

nook 00t100 2/ O11
84 /7/20

/1 /011
FliP PO 101000 4JOO0 824000

20801 3060 421071
13400 41011

6100 13400 41011



The folowin tabir prr so nt info Ition regardir the outstandug equity award ho Id by ach of tf

Na ad Lxecutive Offeer of ceembor 2011 in luding the vesorg dotes for the portions of

th se awards that had nr ye ted of that dote

31007 317

001 00117 300 807 13

irt Mri 00 670 8/

no o.r 01%

1/ /200 00141 1/ /Ot 001

50 /9/ l0 O0/3 01 0600

600 31 /7/ 000 .0 00 01 36

nOon nOr /i/ 006 40 18 01

/1/ 006 000 /1/2016

/8/ 008 io4 00 2/8/ 01
1/ 9/ 009 7000 0004 78 9/ 019 6i 04 704

9/0/ 010 .0 406 1601 2/ 40 10
/10/olo 40 0/3

07 306 /38010 387 318

Tho dollar amounts hown Column an Co arc determined by or Iplyrng nut /3c of ito or

unIts reportod ri Column Column rop clivoly by 3/ 01.0 tf 15 pncr 01 ou orar in stock

on the last tradir day of 1360 LI djusted for the two for onc Stork splIt

Iho urrveted ptrona UnI tho /0/08 mt wr bccorie vestod as follow Mr Aycr 26 400 Or

Mr Trlden 0300 12 Mr Joh rsor 10900 on 8/1 Mr Mink urc 26/0 on 2/0 or

Mr torson 600 2/8 12

19 13

Ito unva ted op or und tho 6/12/08 grant wIll bet ire fully sted on o/



11 Jo aw or 23/0 ie come fully ye clod on 1/21/ Ih ur veted optior der the

hr ted Mr ye in 1/ 12 are 901 11 01201
Off en 29/13 Mr mon 14991 In 29/1 end 919

11 nrc cc 90 1/2 12 11 100 on 1/2 ir Mr cdercn on

10 in

vii Mr on 23/19 wU
fully vest or II cmv cry tIthe rant date or

Th awarded 10 will bee omr fully sled or 3/13 he unvc ted optiono und th 2/ 3/10

prin wI oc ye tee ollow Mr Aycr 19 310 en 2/3/12 19 10 2/3/I Ind 19310 on

2/ Mi Iden inOO 01 2/3/12 600 on 13 unc 1100 on 3/IL Mr John 4900
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Th Compiny intains two pniriary dc fined

benefi pe isior plan COV ring Norm xecutive

Of cc othcr Mi cucci

Mr edersen The Air oN Ai Grcuo Inc

ft tiremer tori Fr So toned Fr ipi yec the

Salaned ft tiremont or ic thc qualific

me nef or iploy rt rer nt p1 in nd

th Nricd Execulivo ffic ro icr then

Mr Minicucd arid Mr Pedorsen pitticipite ir

thw p1 in on the some ceneral rn other

eli bk employer ftc Nomc xec vc

hr yr irs creditod rvic and prose it icr ci acci mci itt hr ncfit sF owr ii
thc ab ab we

presi itch is Decee her 11 01 ir lat eat Named xc we Oft cc icti at norr id ti iicnt

etc and that icoc Ii are raid it in acoordanco with th it rrr of each plan de ebed hoio

cc cnpti of ftc itori ii ir iotion uod tc cii uat the prescnt ue of accumi latch benefits howr

cc yr pie ee No Fret oy Br no it Pie id to it Comp ny Con iidc ted inc ci tatc ncnis

inc ud as ir on tar 2011 Ar iu ii pod fled on orm 10 witt the PG in ncorpc rat
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tO Ii in ip of hcii cib ibia wet in lieu the Sc ipic mont tir merit cc fried be it fit ir

Mr Miriic ic vi hr rson porn air in tht Sul it ie itary Retrerr ent fir ci it it its iii wh

fort icr do cnbc below

Offict othei th Mr Mire cc and

Poders ci rep te in he AI ska

Croup In 19th Ekcted 0th ors upplement ry

fletiromont Ian 1thr Supplnie itary Rciiron it

Pier

ihe followint tabL present irift rmation

garth ig th preser va ue umul Ned

hr net ifs that it cy hr con tyablc to th Nam

mitive Offi uridr the pci ilif ed

nonqualifiod ned her of ns on p1 iris
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ic a1a 4ir nt Ian

if ed definc dbc cIt tir mont plan

sal icc Ah Ic Airhnc employ hired

pr Anl 2003 Each of the Named

lxccU iV thc th rticipatcs the

ye ir hi nefits

In rhe alan Rctirement Plan ETc iofits

at In and the elan Rotireri ent P1 an

ift per il ad ye irs credited

ip and iffIlit5

od final aerc ase iry for the five

iih cc rnplnte and consecutive alend

ye irs of ploye ast te complete

len Tar ye irs rvice the annual

fit at age nc rmal

romerd under he ya no

irern nt Elan is equc to 2% of the

pIcyes final awr age salary ti aies

ye rc td crime mi Ito 40

ye An aual no ts ar input

traip III ft iity basi bgiraning at

air al iren mt ap nefits under the

ar ad tirem 1a not unject

of fc cc ci ity fit

In ut hc compi ation on

wh annu ntiremcnt bcnefit ar ba ed
in wa $4000 The tax

aad that nky
be In tax qu al fic netirer lent plan

tt aul encfiU was

add tio at th beracfi scriber above

th Nan xc cut Itt ic nrc her than

Mr ni ic aid Mr Fec ceri eligitle

ccc iv rc ii ent Ocr cut uncle thm

tiny iriacn dlinedhcnefit

p1 an hi qi fi ur fun led

dc hnc nc fit alan Nc rr aal tirem at

ayable inc hi other

ic cht api 3enief rc alcul ated

me or nt irht life annuity

basr In general montE ly ncfit

utt ninicd dS prct en we Io
particif ant final ovc go mc ithly ba

salary with tercentage eterr and

ba on oth ft otT icon ler%th rvic

withthe0cmpaayaal crag Ii ye

elcctc offi en

tari Ecaefit amuat cbjcttc Net
th amount of the offc cci al ccunity

ben of its and th amourat of bi neff aid

under hc Sal anied Rotc nont ac

her elf plan to thc extent ouch bericf wee
accru after the officer becanao

participarat in the Supplementary Ft nonao

defined anefit plan here is off et

any Salon od Retinc me it on nefit

accrued for service before th off it

became participant ftc SuopIm rat my

Ret ni nae at debut raeht ola

Participants in the uptlernen any

Retirement defined benefit plan be ome fully

vested in their benefit under the ipc

attai aing age 50 and con p1 ti ig to mc

senvic as an elect con lana cut fit

wi also eeoc fill ested uponi angc

ot contro of Comparay on up an

termiraati an itt part pant an ployrnen

1w to death dc ah iiy

lnlituoflaeSuppeme tayR trim

dc firaed raeht plan Mn Minaicu ci

Mr Pedenser part ry Fr in ft uaoa ay

Supplementary Rotiremc nit Del

Contnitution plaia Undi Ihis pLan

Pomp any contn xti by ott at $1

eligible wapc as 4ir ed ira plan

umc nts nn iaus it axinnun

Coin nny con Fr Euticn trot thi Lo pa

cm acId hvc ii iii ci id th

onapary qualficd lefi dco itnibul ni

plan

On Tune 20 ft and crc

arnaerad ft alanic Firm nuaent an inc



tha Supplementary Retftement RI to

pr vide that effective January 2014 both

plans will be frozen so that participants in

the plane will not accrue any benefits with

napect to eervices erformed or

ccmperisation earned on or after that date

the Board of Directon also amended the

SupplE mentary Retirement Defined

Under he Deferred Comperis ition Plan the

Named Executive Officers and other ky
employees may elect to receive portion of

some or all of their Performance Based Pay

awaids on deterrcd basis There were no

dferrals under the plan by an of the

Namr xecutivc ficers in 2011 he

ci diti ig interest raft for amounts deferrc

in prior years is based on the mean betwee

the high and the low ates during the first 11

months of the preceding year of yields of

Ba2 rated industrial bonds determincd by

the plan administrator rounded to the

no rest orìe quarter of one percent

Participants under the plan we the

opportunity to elect among the investment

funds offered under our 401k plan for

purposes of dctermining the return on their

pIdo ccounts Alternatively partici ant

mey allocate some or all ol their plan

Bonito Minicucci

Brandon Pederscn

ontribution Plan so that effective

January 201 otheci who previously

participated in tie Supplrmentary

Retirement Plan including Mr Ay
Mr lildon and Mr Johnson nd are then

employed by th Company will be el gible to

participate in that plan

count to in irte et bran ig option with

icte equal to the yield or Moody index of

Ba rated industrial bond as of November

of the preceding year roundc to the

nearest one quarter of one perccnt Subje

applicable tax iws nounL deferred

rider thr plan aie genenally dietnbuted on

termination of the participant om loyment

although participa its may elect iii arlier

dirtribution fate md/or may elect paymer

lump scm or installmc nt3

the following table pres nt inform on

egarding the contributior to and earnings

on the Named Executive Officers balance

under tEe Compar ys nonqualified deferred

ompensation plans dur ng 20 It md also

shows ft total deferred amounts for the

Named xer itrv Off rcer

December31 2011

01 nn Johnon 430 439

b4342

5724

2691

Only the portron of arnngs on deferred compensatron that is con3derd to be at above market rtee undr

EC rules requrred to be sicluded as eompenatron for eeh Named Lx rune O1fm Column of the

summary compen atron fable However total iings or each NameJ xr tv Off er .tcd rn lUrT

ibove were included as in rungs column of the Sumniarv Con rpensator abk

093
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are at Ic at lavoribl ho in

ich th executive was articipcting

no arigo II

ho oxe ut ci ym Lermir ated

by Lv Cci ran without ue or by thc

execu we for good rca or dunn the

mployri nt nod or ii cc rtain

ocr auct ci in itior occur

pr rt ii rrnc ton viti changc in

rontr il thc cx cu iv wo ild ititled to

recoive iu ip aiim 01 yment qual to the

Pr if tn yrr nt rid not its

itfir at iv that lh xc utive wou

Fair recr yr ii cor ir ucd to be

en oycc fri ploymo per od

lh tons iu cS01 and

no Jot ned the
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pol cy cha we hr thrc ild mr unt

th it would Lv an xc ii to

Lv of the lntc nI Ravcnue

fry lC th be ol wil

duccd tithr Cant iore sak to rid

tniggenng th ox we 11fF ten fit

cdt rhn lao rt

by xiore It he hr fib wil hr paid

in ar rho omp my cvii cc mx

piym rttoti xcci nra thmttlmr

amount uch payrnr alt ix thc

executive re oivc sutticic nt to iy the

cxcio ix due

Ir ildi out idns nd unvcbal ole

optiona tn tcd tocr- un id th irgc

nun her of per imar cc at be unit luld

10001 Fera uil lot ma It cur

oquity na ide the 21 08 Perfo ni nrc

Ii rntve ar award wil tve an era-

rmi iiti mnploy mes

fan gool rr iao oc an ac n/rr

boa ot issu out idm aw
Fin illy cxc utivo urivc ted nofit

to



wing uporc xim te creme ntal cost tode the 3upplementary Retire ii nt Ian

would vest on cnange in control whether or

not the executives employment was

terminated ittanding equity award

held by the executives as of December 31

011 are described above under

Outstanding Equity Awarth at Fiscal Year

End arid rach executives acrucd hr nefit

our retirement plans are describ

aLovo under 2011 tension BenefiL

In the event th xecutive eiiployment

termin ite by rcaori of death disability or

retirement stric ted stock unit would

beer me vested und the us of our

quity plans and proratr ortion of th

performance stock uniL would vest at the

nclusion of the performance penol ba

on ict al perfxmar cc and th portion of th

pr norm ince eriod in wh the oxc cutivc

wa nploycd in ii options would bE fully

vested upon death or disability vetc to

the extent they would have ve3ted in the

iext thre yr ar upon retirem nt 3nd th

options can bc cxercis for hroe years

oIlowin term of employment Furthcirmore

Mr Aye would be entitled to ifetime sir

avel on Alaska Airline arid Fioriion Air

inc oornpany ii 3i

In the tables bel wr we estimatd the

potenti cost to ci of the piyments and

nc fit ci icE of our im Executive Officers

would have recc iveJ the cxeLutivr

employment had terminated due to

etirc mc nt itt disability or ch inge in

control Deer nib 20FF The valu of

aecelerit vet ng woulc be the amount

do cribed in column entitlr quity

Acr lerab below uming the

rf rmance share cm pay irget

ieribed abw ex ept for the equity

arcelc rati in vu ue thr ar ount an executive

uld entitk to rr eive wc uld be reduced

ro ta for any he executive actually

worked irini the mpl period

in uia ns dr irri proxy

disclosuN purpo only Payments on an

tual hanp in ontrol or ter nination may

ci cr sed on tors uch as tran

ico timiii eriiployrnent termination ar

oaymerlt tho lology for luing Ctoc

ptior iangee cc rnp nsation arid

ther lactc ci

2916099

i9925

Eenrtc Minioucer

rr don Pcderei

4.9 53i

891 03 8900 38

0i 642 O8964

WUh Ay

bradicy rildon

ier John on

Fenito Mrinrucc

andon Pcdorcr

13 640 993

F081008 5047008

61 943

oig
031bf

61



Wffli 40 10

redl Id 00 11

Cl nn oh 41 01

nt Mu ucci 700 131

eden en 16 41

Mr Ay itl lit tii ir en 11 un II niri ion none In this Iumn how

pi lu of thi efit lcul ing dl un nd mortality bl th ar th rn the

fcr nui pi oun rind 71 if fl

lion ci in no 0th umpti in lud that hr cv annu

coil to cv moon in 009 thrcu Ih Fl nd the nual vali the ii

eqr alt thc mu in rc mc nt ii to th mp ny whii will th mc of he

inc ci pr vid ii fit fh cutive in th ci un All Ott

oi ation ry ip tine ibl

fepi cr if cii tiey lu unv took op ions Inc th Ii of iv tc ci ricte occ

rforr no lot unit av ird that we II ot upc terrniriatio of rnploy it in the circ tan

ci ribc ci iov cci on stoc pnce of $10 10 tic pro spli In ing puce of our atoc on tie isf trading

lay of 11 Tic vu ue of Fe idc ci terra of the options is net ref ctoci ii ic tabk be ausc wc

iv ime if Fr cxc cut utntanding took or tions old he assurnec by thr at un orc my
so it to ng in In

epre it ie cm It an by it Itiplying three by the cur of hr ext utiv ic tilt of ry
do it th cc ding ci mnths and th high Ith executive taig mt incentive hi averuc in en ye Ii

lh Ft en precedi ig ye ir

err nt the um 41 xc tin the case of Minicuc mnd Mr Pt derer hr at tt arc quival nt ci

icic itior al thioe at of id service credit order our qualified and ran qualified tiremcr p1 sir th

cctivc ut host mto of allry dun ig the precedina I2lnenthn icr to hang itrol 41 en in the

cc of Mi xc ucci and Mr Pc tic pro it ilue of th accrued but unves cci pc rtion Ill

linc fir crier be uefi th ulci vest ci on of ontrol Ic th mat ig co itrit atior the

exec iv woo ci ave roe iv ci under oo qu ilified if fir cci ontribution plan mci the ox clivc contir ci

coi ibutc the iximu lIt hlc am ant do the eniployme it md ii ci ci ri the ca 011 Mr Mir iccc

ci Mr cci en th cc it botion th xecutivo wool have ceivec on icr eu nor qualific ci ci fin

cent ibutic pian nad trio oxecotivcor muon to participate in the plin dunrg the employment period

preont hs estimated cost ef 18 months of premiums undei our medical ci ntaI rid vi io prograrus
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this table iows ow mu Con my common star is wned ma of March ii ict

direr tar md nominee ea of the Company executive officers ii med in thc cimnic

ompensation lable md all executive Officers ma group Except otherwise idicated nd

subject to applicable community property laws the person mmcd in the table bl ol vat ny

mod investment power with respect to all shares of common tock bend ci illy own

Qi

ri nt

Mann Iky

yll
bll

Knigh

RM cL lnd

nni

yronhMlt
Kenneth Thaw pson 0316

Bradley Tilden 85614 10 168 18

Clenri lohnon 081

Benit Minicucci 120

randon Pedemer t2 000 21 /04

Alt Company directors and executive officers as

group 19 persen 433960 591 312 12

conisK of the cgregdic tote of arcs of em non stock ield by thc rc hr or her ci

mdi ectly including 401R plan holdingc

total be me mel ownew hip dctermincd in acco dance ith the rule SIC nd arc th ii ci

thr colun ns Number of SIr in of Common Stock Owned rid Optic crc isehle with ay

enc hci ii ownership does nc lude ha of ommon trek pacblc in th ip ic

its none of which will vest within 60 mys as ilows Mr Aysn cO 600 Mn ildcn 20 SIr

OO Mr Mini mcci 25 600 and Pederc 13 610 IFS tmble 4co exeludea hre cit eon

pay 5e upon vmtini of perfo nan cc atock nifr one vhcli will SI wi tin thc iv

da and which described the 01/ rmiie of P/im Lu cC Am in

Total shan bench sally wncc epoited for oni employce die Core al dc cm

upon the di odors ncsi5r mtmc iro the board fn arcc tc numb ctcr or

Ms Bed ent 304 Ms Bl kc 90 SI npie 304 KniT hi SI an lam

Mr Mad en 304 Mr Mallot 30 and Mr iho mipson 304

3i Wc determined ap licahl rtafe wner Simo base or 3Q5 ir oum

uistandii5 ii Morel 201
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ml rva ala OUF md PAF 31 in er
yr tray cr1 Iv ma har
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Ia aw am it an hedul 130 rlad Eli Ia 10 aF ar

ep rted tha data 130 th ml at Amp ra ft dra

IA rrara



Sectio 16a of the Exchange Act requires

the Companys director and certain of its

ofhcers to send reports of their ownership of

Company common sto and changes in

such ownership to the SEC and the NYSE
fl-c Company assist its directors id

officers by preparing forms for filing SE
regulations also requirs the Compary to

id 3ntify in this 1- roxy Statemer any person

-ubject lo this reqairement who failcl to file

ieport on timely basis Based on

review of copies reports furnished to the

Company and written repiesentations that

no other reports were required the ompa iy

believes that everyone subject to

Section 16a filed the required reports on

timely basis during 2011
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CALJTWNARY NOTE REGARDING FORWARDLOOKNO STATEMENTS

ddition to hi ton al infc nation thi Fr ii

10 cc nt iris forwardlo kinp state nents within

the meaning of ection TA of Secunties Act

of 19 3$ mended Sectir 21E of the

3e uiite Excharg Act 1934 as ariended

iid the Pr vile Soc iritie ligation Reform Act

of 1931 Forwird lookng stitem its ir thosc

th prelict or decitc fu ure events treids

and that do not mc Ia olely to historical

iratters You can gone rally ider fy forward

oofring at itemc as statements containing the

wo bel eve expe will anticipate

ii end timate pror assume or

ott sir iii ir cx ressior though not all

forward look ng tater ientc contain these

identifyr rds orward looking statements

mv ye ri an uncertain hat cou cause

actuc re ults to lifter mat rially from itorical

exp rience or the Company rsont

exp ctations

You ould place undu rd aner or our

forwarl ng tatement ause the natt

tt ey dese ib are subject to known ar inkn Tiw

risks uncertai lIfts and other unprcdrtable

ictrs ri any of which are beyond our control

Our forward looking statementc are bised or the

information currently aviilable to us and pec

only as of the date or which this report wac filed

with the EC We expressly disclar

obligation my updat or revisior to

our forward looking statemenU evrn if

subsequent ew its caue our pe tati in to

change regarding the rnmtte disc ussed in tho

tatement Over time our actusl ult

performance achievements will iikely differ

fro ii the nticipated resultc Ii rk rmc nce

achievements that cm expressd or im ml by

our lorwardlooking statementm ar such

differences might be significant nd iat ally

adverse to our shareholder For di cusio

these arid other rck tactor in this Form 10

see It IA Risk ac ors Iea con icr ocr

forward lookinp stat mr ments in light of those risks

as you ad this rport
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REGIONAL

In 0i our regional operations carried nearly

hon revenue isseng rv pnmary in thr

tes of Washington Oregon Idaho nd
Ca ilornia Floriion the largest iegion iirline

in the Pacific Northwot and reprrented 879

989 and 98% of Air roup onal rove iue

prvseng rv dunng 2011 010 and 009
rec etively

Bed on 2011 passenger enplanements on

regional aircraft th ading airports are Seattle

Poitland Spokane and Bofte Baed on

renues 2W the ng no stop route

are Portland Seattle Spoka ic Seattle and

So tt 1eNancouver Efriteh olumbi Canada At

Do ember 31 2011 Honzon opciating flert

consisted of 48 Bomb rirdic Q400 turbo rop

iircraft Honzon flightc cr0 hted under Ala kris

designator code in airl no reservation sys% ma

and in riost othe customer facing lOcations

ntuge of regional pasa

rkct prcsented below

st Coast

Pc cific Northwot

Crinda

Within ALka
Mexico

Total

We rittempt to deploy aircraft inti the network in

way that bet optimize our revenue. rind

rofitability reduces our se isonality and takes

ad /aritage 01 demand in areas where other

cairier have eith rex ted or dcnt have the

rib lity to serve

The peicentage of or capa ity by market as

follow

ot
tS% 0%

fri ri/ idor 1%
11% 7%

Mxio 8% 81

Cnda 3%

tot 00% 1001

GENERAL

ngei tr rift ic by

61%

21%

8%

2%

709/

199

8%

3%

1%

Average Itage

teurh 39 333 327

ihe airline indu try hiphIl competitive and has

historically been cha act rized by low prof it

margins subject to iriou uncertaintie The

inc lude general ceo riomic conditior vol ritile

fuel prices industry in tability intena

competition largely unionized work force the

70% need to fin ririce large capitol expenditures and

20% the related availabilrty of capital govorrimc nt

7% regulatior and potential aircraft incidents

3% Airline have higt fix cost prini ririly for

1% ges aim rift fuel aircraft ow icr hip and

100% 100% 100%
fricilities rent ffecaus expenses of flight do

not vary signif cantly with the number of

paserrigers carried relatively snaIl char go in

rie number OT pac senge or ir prk in ri

dispropor ionate effect on an airlines operating

and financial re so ts In othr words minor

shortfall in expect revi nuc levels could cauc

disproportionately negative impact on our

perating and financial results Pa enger
demand arid cket icem are to large

measure influr riced by the ger oral state of the

economy current global ecron mic and political

events and total ivriilable airline seat cap icily
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SEASONAUTY AND OTHER FACTORS

Our results ri operations for any intenm tcrod

irr not nces or ly indicative of hose to the

entire yc or because our bu in ss utIr to

easonal fluctuations Our profitability

generally lowest during thc fLt and fourth

quarters due principally to ow traffic It

typcolly increasrs in tre Heond quarte and
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the timing and amount of maintenance

cxponditure both planned md unplanned

inoreast or decreases in passenger md
VolUrnc driven variabie costs and

Idit vito thu factors listed mbovr

seas nal variations in traffic the timing if

var ous xpendi ures and mdvr rer other

Co ditio is mcy iffect our operating results finn

quartc to qi arter Many of the rrarkots servo

cxerience incleme it weather conditioi in the

winter causinc increased cosif associated with

dc ing urcrc It cancel flights and

ieaccommodation of displ mc .d pz sengr Due

to our geographic area of operati Is wc can hr

more .uceptible to arvorse wa her co ditions

particularly in the st mte of Alaska and thc Pacific

vthwcstthan some of nit competitcrs who

ma he hr tter able spr ad wm ther rd ited

rcl ove larger rc ute ysterna

No materi ml part of our bu mess or that of our

subsidi ries is depend nt upon single

cu tomer or upon high volc me customers

mtoi costs have hist vically made up 30A to

4O/o of aiiline tot ml opt rmting coif Most

ma or airlines includimi urs hay employee

pro ip that are covert by collective bar 4aining

ag eaic irlne wkh unoiic wrk forces

have
mit

her bor cocts than carrier without

unionized wort tor and If oy ii
iy

not have

the ability ad bor co do iwc que kl

enough to espond to ri cc mpet on New

entrants into thi airline in Ii try gent rally

not havc un oni ed work fortes

competitive ad ntmge Ic tho mirlir

Wi haII280 640at/1ak nJ
Horizon at tive lull ti ye arid pa ti no yet

at December 20 compared to t2

013 at Ala id 202 it Horizon at

December 31 Ii ie md

bnefits includinmg va ihle inrenfv

rep esented app oxim it mu 13 ci

total non fuel pt ating pci md ii

31/ if our tot rxpci se ii nd 030

respectively

At December 31 Inc or ion

rc presented 83/s of mka an 4700 of

Horizon employc Ou Dli in with mm

lbor organ zations vei lcd th my

mbor Act ElLA under thi act ccli tivc

bargaining agret men do ff ix yr bu teat

ocorne irnendahir or tateo di rtncr

pmrty wishes to modify thi rn any

agreement it mut notify th othe paity in thc

nner pci scribod the El or deac ib

in the agrer mc Attc ec eint mc iti

the partie rr ust tnt rt or dirt oh in

id if no at oem chcd ith po rty

reque2 the itior al Mediatio LIt rc NvtLl to

initiate pr xc inc udi ii diation

bitration arid pot ontial iohin off mci oct

that must It lloJ heft

emgmge in self help
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estabhshed nd the FAA ha approvcd our

operations spocihcc tiona and

maintenance program for each type of

aircraft we operate The maintenance

program provides for the ongoing

intenance of uch aircraft rangir from

frequent routine inspections to major

overhauls From time to timc the FAA sues

airworthiness directives AD that iust be

incorporated into our aircraft maintenance

program and operations All airlines are

subject to enforcc ment ictic is that are

brought by the FAA from timc to time for

alleged violatio is of ARs or ADs At this

time we are not aware of any nforcement

proceedings that could ci hr materially

affect our financial position impact our

aithority to operate

fhA Airlines rving the must operate

L3A approved Aircraft Operstor Standard

Security Program AOSSP and comply with

TSA Security Directives rSDs and

regulations Airlines are subject to

enlor ement actk ne ft are bronChI by the

ISA from time to time for alleged violations

of thc AOSSP SOs or security regulations

We riot ware of any enforcement

proceedings that could ither materially

affect oui financial poitic or impact our

authority to oçc rate tinder authorift

we are rlo required to collect

September Security Fee cf $2b0 per

enplanement from passongrs and remit

that sum to the government to fund aviation

security measure Carriers also pay the

ISA security infrastructure lee to cover

passenger and property scrc ning costs

these security infrastructure fe nounted

to $12 million each year 2011 2010

and 2009

To Dcpartment of Justice and DOT have

Jun sdiction over airlinc antitruct matters The

US Po3tsl Servicc has jurisdicti ovcr certain

aects of the transportation of nail ant ielated

se vicm Lbor relation in the transportation

inc ustry inc regulatc under the iilway Labor

Ac To the extent we continue to fly to foreign

countries and pursue alli inces with international

cainiera we may be sobject to certain regulations

of foreign ag macs

Airlines are permitted to et ihht th ar own

fare without govemnrn ntal sgulatr in md the

inautry characterized by viorou prier

competition International and rat are

also subject tc the
ji

risdictic of tb

government of the forc ign eountrre we serve

ENVIRONMENTAL MATTERS

We are subject tc various ws and gove merit

ic gulations concerning environmental mm atte

md mployee safety arid he ilth in he ti md
ocher cuurrtrrc Ieuc rar laws ur nave

particular effect on us ncludc tt Airport Noisc

and Capa ity Act of 19 the Ic in Air th

Resource Conservatran rid ft ovc ry the

lean Water Act the Safe Lninkn Wat Act

arid the Cc mprc hen ive Fnnnonrner tal

Response Compensat on arid Lraailrty or

uperfund Act We me alo sub$ ct to the

cversight of the Occc pation Safety arid lie slth

Administiatron OSH oncernin employee

afety ana healfb mt1trs LS
nv ronment ml Protec Iron Agency OSHA and

other federal ager cies havc aotf on to

create and en once mgulation ft at iave an

impact on our operations In addition to the

federal mc tivitie various st itc havc be en

delegated certain auhonitre mnder these fedem il

statutea Many ate aid local governni enft

have adopted environmental and employee

safety and health laws and regulations We

maint mm our safety health md anviron nt

programs in order to rae or xc ed thes

requirements

It is expected that then wiP be legrsla ion rr thc

futunc to educe mt on anc othem gneenhous

gas emission AlasF and Ho non havc

anitioned to mc me fuel Hi rent inc raft fleet

meneby greatly reducing our total emis in

The Airport Noise anrJ Capa ny Act mcognizc

tie nights of amrpo operators with noi

problems to rr mph merit cal noise abatement

program long as hcy do riot intci Ic

nrc orably with in ervt Ac or fo rgn

comma nec on the national irm tr mnsport mtnomn

stern Anthonrtie ii sev ii citr have

st iblrshed aircraft ma so rr tuctic pro .fram
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The mdi ae industry ontinues to face potential

security concerns and related cots

The rrorist tack of Septerr bet II 2001 at ci
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II at certain ire rta includrng

Sc itdc orr Ir ft rniti iii Airport ou aide

Or laid nd ire aac cur

xc ral ak Ir thc venl that one

ic ndor rite in upt ise

opr ri ft rniced

epiacer yr vie ao be readi

av ii ible ompet live rates or 3t ab If ne of

or ye id ib rlorr ad or ately we may
arenre ir crc ed st dcl iys rr iintenaiice

ic nop itivo pubhc

cc eptr cli ur iirlirc Vc dor bank uptcies

ui in itory complk cc ies or

ii ut ir iii ft ipetitive

ketpl ar iong pb oul advcr ly

if et ice fore reno ot oft

ti lu an or iblc erriL

TI sc could rc ult di rupt on our

ita rc or co tructure

Our opcration are often affecrlcd by factor5

hyg ad no on biding dobiyn

cncclIat ons aid othe oiditlons which

co lid barr iii titian in condition and re8ultc

it operatior

our pcr it oft are

ii cc ha icr arid her

iuc it ely oeyond our

in inuoe

If con tft it airoort other

Ii Irc ot hen

ye itlei nditcn

in cci it ne iur or brc Thes in

ir ft ftio aI don Th conflicft or

ri ity ar

cr rge ir biin corditicn

On iphic or ft open itions we

ic ni or ior ft ou ot oration is nor

ptible yen we ondition than

lb cli ii titers nc ml

rc icr rn inc pi en tothcaa e.ult

of any of the ibove icntior ed icto could

ha our busi ie financial con diti iii arid

nsults of operations

The airline indu4try is highly ompettive If we

cannot successfully compete in the

marketplace our business financial condition

and epic rating reiiults will be materially

adversely affected

We face significant cornpttition with rc pect to

routes nervier arid far ome of ur

cornp Aitors have It wer cc ts th ir do irud

provide servicc to dent nation erved We

con Ii iue to trive toward apgr salve coat

reduction goal that are on imeortant part of ou

business ctrategy of offerin the best value to

assengeN throuph compel tive lanc wt hI

hioving cept blc profit margins id rturn

pital we in uniabk reduce our costs

ver the Ic ug tc rm one achieve aunt nod

iretcd uturn on mv sted il wa ill Irkely

oct be ab to grow ciur busincs in the future

other in lu try downturns arid then one our

tinanenal suIts iy .uffer

We depend on few key markets to be

successfuL

Our strategy is focus on nvir Aw key

makes clulir Sc tIe Portkni Los

\ripelcn Hawr
ii

and Anc borage significant

portion of our flights occur to md aor ou

mttlc huh In 201 pr.cnge ra to rid Iroii

Seatt mc ou ted for our total

senpers

We hicvc that ccineentr mtin our erviN

ftfenings in thi way allows to axirnnze our

iruve atrnent in person nd air naft arid ground

foci iti is well to un gr aten aevi ft

fnm silo aid ci iikot effort in II oe
rcgion ic.ult we reriiain highly dependent

on our key ci irk Our busirnena coule

han iued cv any circum aanee causirut

reduction in mc rid ftr tram pc rt thin ii ou

key ci urketa An rucrease in comp tiL nu in our

key niarcets coul alo mm ii to dum ires

or 0th omp ft tive flea urr that could

barn our usi ions financial cc ndition arid

suIts of ope it inc



Leoronne Li icotlaint or another recession
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esponding to cha igin buines ind

economic conditions inOuding reac ing to

tiC irrent econ irnic SI0Wd WI

\lth ugh we tve sb icay br lbl

Feneratr ufficient cash flow fror our operations

our debt id 0th fix ohligations as

they becom due we can lot CflS ire we wiH hr

able to do so in the future If we oil tc do our

but mess could be harme

Alak is required to comply with specific

fin ineial covenants in certlin agreements We

annot certain that Alaska will he able to

comply with these covenant or proviaions or

that these reluinmonob will not limit our ability

to iancr our uture erations or capit need

Liquidity or Capital Resour cc ft mo

fled nformatir Ibout our oh ig ition and

comm ments

Inceasos in insurance costs or reductions in

frsurana cerag we id hann oar husines

fin incial condition and results of operations

Aviatirn insurer could increae their premium

in the event of additional terrorist attacks

hijiekings iirline accidents or other evc its

adt ersr ly
after ting the airline md istry

Furthermore thc trill ill ai liability war nsk

insurance providrd by thr gov rriment is

cu ntly inand tr thr ugh eptember 30

20 tO Although tl gov rn 11 nt may ag in

xtena Inc ae Idli to providing uc cover 53

wc ma 11 ot he cc rtain that ny ext riic will

or if it cc foi hr ng the extension

wil let It is exoected that shoc thr

go oinment stop prov ding such coverag to the

air ic in lust the prerniui cha ed by

viat on iaurer for thi overage will bc

ubstar ti lIly high than the prei sum urrently

hargod by the governm nt and th coy rage wi

be much more limited ir ludin rlall

igrga lii lnotm neella or

nod igrmifieant incrc aces in lsui nce

orcmuiis would advrseIy tfct our bus nes
fin neial co ldition ai Its of operat ons

We may not be successful in implemcntin

important strategic nltiatvcs which may

negatively impact our brand and reputation

We contm ice to for us on trote no 1itiative

deigned to re ie our frond rc ption to

diverse arid cv Ivnig lemog op li cf airlinc

tmavelers Fl eec forts include sign ficant

mrnprovement to our airport pce It Los

Angeles lnternatmo ial Airport LAX and effont to

increase our dmrec usto ier tionchips

through improver ient to on purer li

portal alask air mom oemaI ncdia ard

customer Ioyaity proram Oub 49

II these efforts un tom em sful or they

gatmvely tff ct our utatmon with icr tmng

.ustomer base we may experm ncr advee

impact on ur umnes rid fin ncmal sultC

urth rmore with the ongo ng lion on bman

phase out thr me P0 ntm 11th It we lo

some brand mecognmtmor frcmn our cutomer

arm as that Hormion historical terved

significant incrr ase in labor cot
isuccessful atlempts to strengthe our

relationships with union employees or lo of

key personnel could adversely affe our

business and results of opt rations

10 CO are niticant con pon nt of ur

ti PYpflSP njr5mie
if.fl

Ci lv

nd 31% of cur tot II open lbng expent

2011 and 2010 resetmveIy Let ci our

pres nted apI yee gr up am

collec live bar 3aim Ig agrc mc nt nd ecu ni 1k

demands thc odd it emea our operating

exoemmes and adver ny Ife our tmnmmnc al

perfonma icc wc mgre to Ch

As of Decembom 31 2011 labor un on

mcnreei Vd aopmoxmm It Iy 3. of 11 rid

47o of Horizons employee Al liougl we hoyt

been success ul ii nmatunmng comi iun atmor

gotm Iting oppr iche md othc ltc gme
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International Airport Sea Jar near Seattle WA
these include five bay hangar and shops

complex used primarily for line maintenance

flght operations and tainng center an ar cargo

facility an information technology office and

daacenter an office building and corporate

headquarters complex Alaska also leases

stores warehouse and office space for

customer ervice and reservation facility in Kent

WI Alaskas major facilities out ado of Seattle

include regional headquartor building an air

cargo facility and ha igar/othce facility in

Anhoragc AK as well as leased reservations

facilities in Phoen and Boi It Aid ka

ccc its own rnployees for groun handli ig

services at most of cur ai ports in the tat of

Alrka other rports througho it our system

those services are contracted to irious third

party vendors

Horizon owns it Seattle co irate headqu irte

building It lease ar opera ions raining and

aircraft maintenar cc fc lity in Portland is well

cc linc maintenance stitior in Boise

Elellingham Eugene Los Angel Medford

Redmond Seattle Id Spokane

rty or in Ii tion dud

nt It in th nti rid ci with

th im ti ton th of judges an jur us

lytrntrillyff rinn tin

Iorw rd oki The Ir mall notified Mr Ayc that the

nt uiry di cu in ur 010 Form 10 ha

un rtnin fhrIvntlw nc

Not applicable
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the fohowmg graph compares our cumulatwe total stoc Tholder rr turn ince cr mb 31 2006 with

the SP 500 Index and thc Dow Jones US Arhnes Index the grapi urnes that the value of thc

nctrnent our cm mon stock and rach index ncIuthng mnvestment of dMdends was $100 on

cernher 31 006

COMPARISON OF YEAR CLJMLJLAflVE TOTAL RETURN
Among Alaska Ar Group Irm ti 3F 503 Index

and the Dow Jones US AirIine Index

$200

180

zv
$120

siooci
$80

$40

12/06 12/07 12/10 12/11

Ef Aask Gotp nc SP SnA Dow Jones US Airhn

100 nvosted /31 06 ock or ndex includrng rcr vestment of dv tends

Erse year ndrng 11

opyrrghit 2O1 SP divrJron of ide MsOraw HrIl Co pano Inc All rlqht era

opyrrghtk 20 Dow Jone Co All riq hIs reserved



ON Li RA cdrted

Yr si4 rr till cx ror

rrur
p4r tn Rvnu 38 33298 010

5fl 313 94

it 26

111119 xr5re cli It ci
it ed 69 413 40

or re orro 099 225 213

Nc Ii or 251 12 11 t3
cro Os rot ton Ii 42 40 444 41 00

to riot or 41 tin /36 39 194 31 34 40

Ii omit 49 01 10

DIrt cirii pc ham 36 14
CONSOUD ltD RNANCAL POSmON and
At mmcl nilliort

to al vi 316 $4 39 339 $4 490

11 ot Ii Opit 11 Ic cibti9 iti lOs nct ot

urncmrt it 312 DO 16 26
11 itO ot oorty 01 $/2J 661 25

OPE1ATNG STA1iSTKS 01 ic it

Cc nsobdated

cv nuc n9 40 90 10

rlc rue pa cne mit cOO 60 cratuic tHi 912 11 Vt

Av iLbc it ilk 301 0101 ip icily 260t 21968
Lo 1f ton /8 84

Id 11 334 19 /6 Ia 204

41 V51 ue pc AIM F4A$M 12 84 31 11 14

ii rnp rev p5n A4 FA 3M 894 834 12 414

rtinti 5vpc \SM to Iin9 fcc and nc

8821 104 34 64

Iv ncr Ii It coo vo it nptoy

11 48 t61 22 t33 13516
rnflnv

tI rice 4n0 IrC 00 14 16 31 948
FIPV 010 01 Or attic 18 462 18 113 11

AV 000 41 ity 3114 4213 3203
liv or 39 /0

284 13 314

314 1914 1092
A5M 354 14 494 /50

14 Air ci id 114 11 110 111

Roiond
cven Ci 3cr 20 laS 1390
P414 0001 Ic ftc 31 449 26/8 296

IS 41 00 000 ip 391 043

loud tuct 9% 1% /3 ON /269 31%
Ii 114 34 864

cc ivi 90 14
ii at id only /0

vi Ii ed terc $1 rnIiui $6 ii ill
milk $2 vilior ii ct Icr ii 10

11 38 ant 200 15s livery

Ii pt Oii by 41 Ve tooi n4 May 11 i9ht cc icc by Cop ty ii

it It in

itor 1110 doled 4ion Ct Id It iO it ri ci



IoU wing Managements Di usio and

Ar alys of inandal Condition and Reul5 of

Op rations MDA ntended to help the

reader understand it Company our operations

ar our present busines environment MDA is

provided supplemr nt and should be

re corjunction with consolidated

financial titc ments and the act ompa rying

nr tes All statements in ihe fuliowing drsuusiun

thit art not statements of historical information

or descriptions of current accou it rig policy are

to ward looking ter ients Please con aider our

forward looking statemc nO in light of the ri.ks

refenied to in this report intro Juctory cautonary

not and the risks mentioned in Part Item 1A

Risk Factors This overview ummarizes tOe

MCA which includec the following section

Ytarin Review highlights from 2011

outlining some of the major events that

happened during the year id they

affected our financial performance

soILs of Operations an depth analysis

of the results our operati ins for tht three

years presented our coriolid ited

fin incial statements We lievr this

inalyGs will hr Ip the reader hettc

underrtand ou conolidated statements of

npc ration Financial and statitir al dat

also included here ectr in in Judr

forward looking statements rep irduig our

view of 2012

Liquidity and Capital Reources an

analysi of ca flows jour and use of

ca contractua oblig iti is comriutment

and off balanc thet arrar gement an

oervi of fir an ia position and fir impart

of infl ition and hanirig Pr

Critical Act ountirig sPn ate ussion

of our accounting estiniart that involvr

ignifi ant idgrw nt and ur ertaintic

Oir 2011 conisolidaed prctax incoit wa
$393 million Ol ed ta $405.9 mill on

2010 if $12 million cUn wa pri ii irily

due to the $396 irllion mere is in ii

uel expense and $1 million incneac in

0th operating expense partially of by tl

$485 million impr vcmi ent in rev nu

ricrease in fuel co1 was drven by he 36

ncrsae ns .Awt pe gsisn

ncrease in consumption Our imqrovr rn nt in

evenues was primarily due to 60 crc

maffic and 3.3% increase yield

See Result of Operation be iw for fur or

cus ion of ch nge in nevenu id ipr if

xpenr arid our cont iliation of Nor lAP

neasure to the tic st dire tly co tiparable GA \P

no isure

Accomplishments si highlif ts from /L

us lude

We reported record adj istc or rn lo

2011

Alaka id or contir th

operational per orm in apair iii

measured by tm irmiv ils md

completion ritc as rc ort to thr

Departme it if Jr insporta is 001 As

re ult we were award th 201 On in

Performance Servs Awird tion ma

North Anionic an Airlines by FlightSt Is ciii

for the sect nd onsc vs

For the fourt row Il iska SrI

ranks Flight Co tan .s ti fir tie

among raditional Network in rem ir

Wewtrtthefirs rtAmn nc nerO

ncr eive the Jo p1 Mi rpb ii
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Our prir iary for us ev ry yr sr is to run fe

compflant nd reheb operation at our

air in In iddition to our primary objoctive our

key initiative in 2012 is to focu or the utomo

tnvtl ope nrc Our spec ihc fr us be on

provi un information and mobik ip bilitics to

ou cifomer wcfl to cpe th ri througi

the airport on the of traveL Our bigget

concerr for 2012 the risin co of fu

wrvcr th our uci flicient iircr ift and our

furl hedge portfolio we believe bctt

prc p-irrd to handle thr ri en is than

oti ir the industry

Our advnc booking uge to ir lo3d actOr

be pt in Febru irv in in

ch compare to th ame period in 2011 on

ar xpc etc re ii aty for

fir rt qu irtrr cf O12

on br rary cii noarri or airo

declared twr or on plit of hr Or mp ir

ommon lock to at complched by moan of

lock $ributiori hr add lion es will

distribute or March tO 20 the

sh irr hr ldcrs rf rc on 12 012 Ttc

sto plr will in re di omoariy

lirig ircs ii approxi ict ly

million rres to bout millio

sh res Our hi tone Ja idir tr ill

upa th Jr ihodor

iditior ally ard of Jirr ct aop yr

to rE ir ha prcgr uthoreing tli

ompany to pur ha up SO ii it it

comi or ste mU av ii ca nr

Fur rm the of dir irs au her

Horizoitopu da ç4 Oarrftinfpril

err Jur 201 eli vo 11 ircr ft tic

nt il led crr it II or

an ircraft purr or imitm ts tIc ct

ion

2011 COMPARED WITH 2010

our ronsc rica cc icc lCOfliO icr io wa
44 million or $66 per lut shart

compared to riot in orre of $20 11 million or

$t83 drl shar in 010 Signif irt

ibm impacting the ompaiabrlity two the

pr nod ft lows

30th period rncludc adlustments to rofl

ho timing of ic unrealized mark to market

gain or lasses elated to our fuel hedge

positrons For 2011 we recognized nt

mark to market lo so of mill on

$18 million after or $0 SI per harr

imp red to oc of illror $3
millir af or ix $0 09 pe harr in

010

2C nclud lie ix lee fri itron cost

of million $2 riiillro cUr tax of

$066 per hi rori ireito 13 mrllrin

roil ro $1 22 pr hart ir

ADJUSTED NON SAAP RESULTS AND
PLRSHARE AMOUN1S

We bel rvc drr Ii ur earnirg xclud ig th

impact of thr st individual ch ir uful

inform tron inve it berai

Webclev tic hbac by vhichwr ire

evdcatrr by irrtutry ii ely

aiiII tic lad rig thee ut nis rot

oft used in unternal igc it in

be ird epo tirrg id dc io salon

Ou rc sul xcl idirig ee ir trner

rye the bai fo our vitro crc pr ye
nec itrv ens thus tfr in on ii ion allow

ncr tor to tIer and island the ch nges

in iblc or ye pay pen in our

corusolrd it sU ft roe its of eratrc arid

useful It ii onrtor pt form iice thout

thesc riot in prr vev ader abri

tr ccci pare our ult ci or of other
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dudn iark to ma Ur djustr ie ts and

oth ape ml charr our adjusted eonaoIid ted

icor or Ott was 01 mkn or

$1 03 pe muted share coi parr to
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OPERA13N LJM unaudfted

Below are operating tatistics use to ur op tin rf rm in We oftcn refer tc unit

recnu adjusted urut whJ ur on why thi ire

iy ii ningful

9i 21

no pi

RPM 000 000 tr ft 96% 89

000000 rap iy 684 9/

Hr 4% 2Jps 78 p1

Yi Ii 33% 14J

PRASM 60% 11 If
CASM excluding fuel nd fleet transition

costs 920 t%
Eonome fuel cost per gallon 205 156%

Frel gallons 000 000 it 365 4%

Average number of fu kime equivalent

cmpoyeos 96 12223 3%
Mainfine Operating StaUst1cs

Revenue passengers 000 31 15561 1%

FoMs 000000 tratnc ii u% i83o2 10 8w

ASMs 000000 capacity Y0 13 144 6%

Ladfictor 9/ Opts 934 Opts

Yi 3d 8f 13 281 .3%
PHASM 9% 10 541 3%
CASM xcludi tg fuel 826 0%
Economic fuel ost per g3lon 31 it 06 1bC%

el gallont 000000 84Y 304 8%

Aterag number of fu time equivalent

cmpiuyecs 651 1% 8915 30%
Aircaft uliatior 10 0% it%

Average aircraft stagc kngth O8 031 49%
Mainline operating fleet at periuf end ill 3ac 115 La/c

Regiona Operafing Statisfi

Revenue pasc ii rs 000 820 3% 53 9%

RPMs 000000 tra fe 491 8% 449

ASMs 000000 capacity 30 335 6%
Load factor 0% 74pts

YmId 23Of 66%
PFIASM If 19921 1024

xeot to dat uludes ir
forrn hon elated to or It tlynp wi Hor on SkylVif PonAr

nciliatro nt th nioaw re thu io dire tly related ii or thu csn Its of Opc at

Data pro ented Inc In des in once aton hated rc pe aI CPA
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or by prox natc ly
f9 1419/

soc bvely omp ci

al cv luaL econ rue fuel expene which

we de Am iw fu upense jr st for the

we eive from or to hr dge

ointerpa tic for dpes that et Ic nng the

io or ft pr ium xpe iso th we

pa for thus itr et difteri rice

4w raft uci exp md onomie fuel

exoen ttetningrlguiioi srcconWon
on uu cige tfoh Whu we ref to

econori ii fuel xpensc mc ude paii md

whe ft ah for those

en itr tiot wc re tied du ing the per od

ased on th ir on nnl cci ti term We

he ieve ii ftc he ur of the effort

at fuel pm mre crc ntly mvi ig on our

hune au in st los
ly approx mat
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iduty evaluate mc re mIt if thi

mur rid is the bas for not interr sl

ii an ern porting in rice itive pay plans

noted mbc ye th tot ml no hr net ceeogniied

or that filer cu rg th year wa
vpm fit

3m lion in 010 lhc counts rep sent

cast cciv cf thc premiucu expense

re gni Ifoctho hedge

We currently expect eu eeonoriie fuel ice per

gallon to be approximately 18% higher in the firt

quarter of 012 due to the mci ng eo of jet fuel

As both oil pnice arid refining mart ins are

volatile wr are unabl to forces the full ye ii

cost wit Ii any certainty

Airc mit ii iintnnance dccli med by $10 illion

or 01 compared to if prior year primarily due

to lowe ts moeiated with the eturn

cased craft and lower osO di ftc

phaeout ul th CF fI et ofLet by ni ed

irfram rho Ic cost md omoone its

expect aircraft maintenance to be slig iv hi6hr

in 012 in linc with ad IitionU blo hour mci

the timing of ehedulod maintensn events

Airc rift rr cit dci lined $22 nillion or 16 36

mpaced to the Mic year mod Mi narily due to

$1 nillion Ic rem related to fewer CR

100 iireraft nd mullion Ic rent ccl mted to

fewer 8731 ai raft leasoc 2019 compireci

to 2010 We currently do not expect irmy ased

uir raft to be tc cried ii 12 we expect

to Ic my new aircraft

Landing md ott cerutmls in rem $0

million 3% prim mci due tc million

inc easc fi ilitrs rents across cur nctwonk

aid $1 millie iiner in oui landing fcc

expenses Mainli landing fcc expi se

inerea ed di to 9% men ase in dc par es

partially offset by do rca in our regio ml

departures of 10c We xpect andin es md

then cc to be hig icc in 2012 due to

ineceas Ml rates acid ii ft nc rca ii

depantucc ci

uontcactrd ar rviees ineremsed ru illion

136% picra ilyduetoan mnceaceiicmpaty

puncf used lying if $1 umllion ripared to

the prior ye in he agrc ement th
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Ii iper tnd icket distribut/0 ts of

Tillion nd cc ord comnussions of

41 hon dot to it rr cd ev nuts of

f/c

cxp Ct fling wil tx highr in

201 in Irily ie to higher rev nut ie tcd

Or cC tion rid IT orti atk teas $16

lhon or coi ipared to th prior yvar This

is pnniorily dd ti iatio

X1 of $10 million fo thc 133/ mainline

in mit $6.9 milli in increa 100 dirt ft

lep rci iaor oft et by ecre it of $4

rn in 131 00 aircraft id tt er asets that

sne fu
ly depreci itt or weie remov id from

cti

pr or ition id na Irfi atior to bc

high ir it 2032 in fin with our new aircraft

Ii ci and th inuali atc 201

cc ie

to or hew rapt ost icrr $9 million

16 prior year to on

ci ed irnh of po rr incroaw

ol
iy

on ho or dut igher no

si Ire 00 it ved on beard

and increased costs associated with food

delivery We expect food an ieverage osts to

be higher in Ot2 dcc to inreased paseng
and deirture volum

Ot ic operating expenses me reased $34

million or 172% coiipared to 2010 The

increasc primarily driven highei peronnel

non wig costs such as ioie13 mrals aid per

diems of $8 nI ion and hig er profesioriol

servie cost if nitillion well as higher

cost for comi iunications property taxe

ossenger remuneration and decing We

xoect other operating cxpenes to be hi her in

2012 due to igher property taxe professional

serviten IT and tr lining cots

fleet transition costs increased $213 million as

we finalizn oui transitionì to an ill Q400 fleet

The increase was dirctly duc to let charges of

$28 million related to th erno al of the

RJ 00 aircraft id related inventory and los

on the final disposition of Q200 an craft of $10

million in O1

tur opera tin are summarized

blw
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dCI ASMs iMho is

tovAtM uHigtuO idsicciiAiicents

CONSOUDATED NONOPERATNG INCOME

EXPENSE

nar ttrig oxpensa $55 rr ttitnn Ui

201 compared to $65 mtllton in 010 The

$10 mtlhon decrease ts due to lower iterest

nec ue to yrnente on rnalunng bt

pr yr ient dett the urr nt ir hr

ut tnteret due to htgher levels of capt

xend turt ffset by lower ti stmcn nturn

ui ur irket lr secunte port OH and an

tni ire mt charpe of $6 mifle on on owned

rcruft that wa beer anot ucr crt mr that

fi md for ir kruptcy protect on id other than

ernporory impairments on mo mm ucked

untie

CONSOUDAIED INCOME TAX EXPENSE

Our effc live incornc rat tot 011 wa
3T9i ompar Ito 38 1% fot 2010

iifferr ncr between th efl cttv tax rotc for

both periods and our macpit al tax rate of

ipproxtrnatcly 37 8% is due pnmctnly to

ii ixcm irttou non ucuoc uuk cxpt ucl

pc dic me

Our effc dive tax rate can vary stpnificar tly

between quarter and fc th fuU year depc nd

orì thc magr ttude of nor deducti be pr nec ut

proportton to pretax results

2010 COMPARED WTH 2009

Our cor sohdated net ucomc for

itilion or $%8 dilutc sharc

co npared to no tncor ie of $19 L6 mtDtot or

$3 36 per dtluted hare 2009 ipniftcant

it na tpactt up tI comparubtl ty bctwc the

penods ir cia fofl iwe

Er th pertods md uded adjustment to rc flec

hc trntr of ret unreoltied in irk to urk

game or lo es rehtcd our furl dg

P0 iti ri For 10 mmcc pnized

rn irk to ri ulkot

milllo aft tax 3c 09 tic

compa ed to go it tor

million itt tax or $1 pc hart in

2003

2010 it in

of $132 mIt on $8 2r bin

$QJ per 0h ir

cit orta

otto

009 inc ud thc ne lii pilot

tran itions to ts of 35 million

mllan alter rm

xcbudin lii mark to ni irk id iatrnent hem

han itto md mc stru turinp cos out just

consolidated let inc ie to 2010 wu $2f

ulbion or $1 14 pci tu% at in purr

am acju0 cor lie ml ud in $1

utbiton $2 pe in

ftohui Oitcd
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ienU iner aed by $b6

1k t/ comp3red to 2009 on 10 24

ic RA ccmpr to 2009 despite

ly cuy 1k ase RASFv

vi dr by mc aso in ticket yiol and

lo if ietc ira arc ci tc

ve ice sod $10

ary ult of highe

yi
Id in high ty nd ight

nu incr $41 ifilor

C9 Tie iriereae phi arily die

Mi enuc ng by $33 million

tmr ii Ia number ol ri lIes sold to

our affinity card partner and contr 3ctu rate

mere ie for tho aold ale

It

Xp ft

Non fuel exp 414

loOP Op

1x

gnificant opt rating xp nanca from

200 are more fully nb hel

ornpamd to 002 Wage have not declin in

1ep with the kTE ro lucti be of the

higher wage ate for the pilot group

onnectior with their new contra ifective

Apnl 00 md higher ive ige wa Ce for

rtain ott er eni loyec ifter 2009 id early

2010 turlough which are keneral on only

op cv ii in moo $4

ii In 10 nip tc the

amman in followin ble
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ul cit ni mntly igh
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haed However productivity as rieasured by the Fuel gaUo Is consumed inge aseel 4% pnm inly

gal ris cons rn

000 icfu co tc
ilnn

NM Not Me iningful

Aircraft iintenance decle od by $66 mfflion or

0% compared to the pnor year period

iinlin meinten nc decrca ed due to Ic

expensive events lower cor ipone nt co ta and

decreased costs ciate with iircr ift return

offset by increased engine event in the iog ion

buii icss

Aircraft rent declined $1/1 million or 6%

ft 36
ripared ft 00 rec It of the tu ii of

three B737 400 aid two /00 Ic ed

airc aft as well as the removal of ive 00
Ic are aircr aft in 20 10

as result of 1% incieae in block hours arid

an increase in fuel burn due to higher load

factors

Th raw fuel price per gallon incrcas 28 6%

result of higher Wet oa jet fur price

driven by higher crude oil sts arid ref iing

margins

our mic fuel expene ulated

follow

or xp ri $686

or rn nu nr 01 ii

or nt or nh ii dg

ndpr ruurnrxr nn

000 niz NM

$4 ic

1.1

ICC

iumber of passengers per HE increased 9.2%

compared to 009

Yh 24 decline in pensi ane other

ct rement related benefits is primarily due to

significant reduction in our defined bone it

pension co driven by the improve funded

5% tus the end of 2009 as compared to the

pr vicu year aid the closing of the defined

benefit plans to the new pilot entran% with their

contr ic in 2009

Mule al net it increacul 9% from th peer

year primarily as res ilt of an increase in

errployee healthc are IstS partially offset by

decrease in post retireme nt mcdi al xp nse for

he pilo group

Viiiable neentive pay expense increased from

$73 lillion in 20 to $92 million in 2010

the increase is primar ly due to the fact that in

010 our fin incial and operational results

exceeded targets estaolished by our Board more

th in 2009 In tO addite nal wo kgroups

wee included to the P3P plan resulting in highei

ai iinp than the profit sharing plan in which

they previouly participated

Aircraft Fuel expense increased $242 million

or 36 compared to 9009 he elerne nts of

the change are illuLtrate ii the Illowing table

As noted above the tot al net of it reco2ni

for hedges th0t settled darino the period was

$3 million ir 2010 ccc Ired to lo of

$60 million in 2009 Ihue arrounfl represent

the cash rcceivc It of the premium expense

roe ognized for those hedges

Fu ilions co um.
pro pr.r go ion

lolol luei oxpenso

.F 188 20

$686 arc

impod on ci gonse

from gains and losses

si sinf from in ii dp

miss

ti



La idirg Ies ant other Is irreasec $9

mi lion 3L comp 009 rho

atu bui ft ghu in ry

airports wros our twork and more

cc irtur

Contractc ervi increased $12 million or

2X compare Ito thc prior yr osult of

inereasc ue cf vendoi our nc twork

primarily related to our iw iii network growth

ling xpense in reised by $2 million or

7% mpar to 200 result of higher

cndit card and travl agn onmiasion nd

tic cot tnbutic cost resulting Iron thc

increase pascenger or

prciatior and amor izit ir re cd $11

mill or mp ed to th prior ye ii

nri du to to it 800 in aft

Icliverie ir 2010 md fu period of

depreciati in ft the ten El 800 airc aft

delivered in 2009

ad irJ aam $1 millv

or 83 fr 2009 du tr sn inc reaed

number of sr ngers hr igh cot of oix

our fresh food items ved on hr and and

cr as cos soc ated with fool lelivery

Ot per xp es LI

million El 2/ oiparcd the prio year Etc

iqc im ir do .n du Inn

out id prr to nol ervices costs rid low

per onnr ion igo oa tially off et by

highr property axes

We recorded $t0 iillion in 31 rr lated

if mu II five Chi Ou in rc Iroi our

dton under ublcase It iso it nm
to thud rty carriers so recorded $2

riillion of rostruc unrig argcs associated wtt

thc vclunta op natr of uniil

rployee sulting fr ira thn in to

outource hr remaining aircraft heavy

maintena ice ft nctio it Hon on thud party

It 009 II et Er insition to ts soc ated ii

he reir uvd ra 33 catt frsni 4hc cm

fI et were $8 ri illion Is 10 fin il Q200 airc rift

were removed from opralR

uning 2L09 ir connecton with new fcc rye ii

en act Alisk pilots cc ved it ietimc

iggre3ate ho ius of 20 mil ion We

esord an ion xpense cmo iat with

ft thlish ig lie nu sick ive yout prr grair

vhich tc tiftd $18b million irging th tttal

pd ontrirt tr msiaon L$3 mlho

Our operrlin3 0.45 per AM inc ir imariied

low

ttef tow

Now piot oontr

Ft

wi thn luti

noti in



CONSOUDAIIfD NON PERATNO INCOME

EXPENSE

Net rating exe wa mUion in

010 comparcd $64 ii ihion in 2009

lntc ret exp re it cc miiflon pnniarily

du thc wntc oft of deft rrc ci fin incing costs

per all Lbt paid

partiaH ffs lowc avc rag interc at

rates on ocr vinable ate debt ani kwcr

dc anc Oth ie nonop rating

onie expen itT provc $7 milli

oared 009 prir irily
cit to Ia

hr ci in the ile of rIctohlo

src unties

Ic at ftc met rn tax rate on

ta 011 compa ed tc

it dill nc betwen1f

ftfectiv IX ftc fc both pe iocl and our

mart rU xr ftc im3trly 37 991 isdue

rion educ tible ca suc employc

diets st ci tc cci mpens itUn

ens Jo crc am sto war Is

Our cx ig nd riiark lIt sr uritic

balance $1 bi lion 1which represents

26% of tn Ii ig 12 mor th revc nue arid ui

xpc et ci ash from operatio

Airciaft fir ancin the 31 un on bert ci

airc rift of Dccc mber 31 011 in cur

operating 11 ett it ould bc financed if

nccs

uur corno rico Ou iii lior

nec creci am itic currcntly one

out md rig

Other ootcntial or rces such forwarc

sUe of mile mge credit to our ank pa tner

In 01 we iid off utstan np ci ft

sociated ith ye aircraft nd portion

thc out ft inding dcbt for four ac ditional aic mft

totaling $164 ci llic In addition we

it pumh ased $79 million ni comm stock

2011 and cor ipletad our xi trig $60 million

Board at thonzat on in January 012 Finally we

mdc voluntary eortnihutions to our defined

bnfit penio ill mt of $13 Ii iillio ii 2011

Ii ough there wert funding requirements We

wil co itin to focus on proserv ng strong

liquidity sition rid evaluate our Ii need

oridition change

Ve bet cv tbat ou cc rrent isO mnd marketab

uritim mala icc ombin ci wi future ca
flows frorm per tionc ar ci other courer of

liquidity will be ith nt to und ir operations

for tie fo sec ible lnturc

orr
fl no \M

TM
ivy omoe

031 ft fl 10 fl

on eli

to

Ncw ot coot act

fioi

10 itt

ft

821st

eli cttd

NM

50
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Ii ir nd riarket unties portfolio fly ur

lv St% ur meet our overafl nyc oh with ur of

mv tm tr ii ir mind and see cnng

mv ii ii ip ir mv ii nt por folio is nr Ii ci on ion nd

putat finan in tub marketable itie

Ih bl re en mdi ato man 31 condi

ii rid rket Ct curiO m8

tot on rC flt 001 tin 1W mve II 00

ur 40 Qpt
let riot or 31 14

ri ril uft 10

00 ri ur ti
rri

eJ

II fit /o 07/U 43 pt

llowing di cu sion umru crizi the prim iry

Irs of ft ncrease mn oui Ish ar

Irketil sc curitme lam or and our

ect of Future cash quirements

ANALYSIS OF OUR CASH FLOWS

Im ng ft C3 P0 ided by peratirg

vitmes is f696 lli om arr

$u million during 200 ftc $t4 million

Ilmon mr ase is prim irily driven by

mu Raed rye uc durng O11 higher

cvinc ick ak reduced cash send on

ir ift tnt id more so mu mile sold to our

MIt Phi pitner prtaly ffsetbytioher

fu and fur opt ratin expense

typi UllO ate us ye ash flows from

era ion Ind xp of ft portiol to invest

capital xpci dturs

Ot owe vit art ri flU ri1y made up of

it xo rid fur nd to los er extent

%m sal so ct

usc ive Ctivlti was 103

rr ur 201 mp ed to $29 million

OLO cpmta xen flue were $1814

II $20 million igh than in 2010

to em tht Q40 iucraft lurchoses

vu mc po rd tel our dc hivemy

edule ft uext 1w yoU

In udditmori we spent $1019 Ilmor relakd

the renovition of Terminil at LAX as the

project prc grosses tow iros coripletion in th

spring of 2012 For in mci ml reportinb .irposcs

we are considered the own of 10 assets under

constructio When we trar sfer the project to is

Angeles World Airports LAWA thi ass ft will

remain oi our balance mhoet as we will not

qualify for sale ar counting lu to our contin ming

involvement with the facility of Dccernbr 31
2011 we estimate that the total co.t of bhc

project will be approxmmato $23 million of

which 10 milli mn wil be eimbursed by LArVA

Amount that have currently bet reimbursed

and futur imbursements will Lx It dod in

thc conoolidated statement of cash flows is

fmnan ing activity

We cur itly eXpert sopit il exp Undmtures for

2012 to be as follows in millions

Aircraft related

Non arc rift

Total Air Group

31 mrcmuth WO 3d 10011 00010 Lu ho lied riOt

Dec mOo

The exoected mncmea in cipital expent itures

from 2011 dur to paynment sot ited wmth

the delivr rio cf three 73 800 mmrcraf three

31 900ER and advarmc cpo.ats chat ci to

ou airc ma dchivemy Jieduk di ctm ed halt



under Aircraft Purchase Commitments We

or liminarily expect 2013 capital expenditures to

bc approximately $360 miflion

Net cath used by financing activities was

$280 milhon during 2011 arid $3322 miflion

during 2010 During the current year we had

acheduled debt payments of $168 miUion

debt prepaynients of $164 million and stock

repurchases of 79 rnulhon offset by the

issuance of $106b miUion debt that wa used

to viy off xisting debt with higher interest rates

We plan to mcet our capital and operating

commitments through internally generated funds

fron opt iations and cash arid marketable

securities on hand along with additional debt

financing if necessary

The Company has two $100 million credit

facilities Both facilitie have variable interest

rates baed on LIBOR plus pccified naigin

Lorrowings on one of the 00 mill on to ilities

which expires in March 201 arc cured by

aircraft Borrowngs rn th nihr $J00 million

facility are sec tired by certa icr ounts

receivable sport en no its md

ground service equipment Di ring 2011 we

modified the eco id ility by extc riding thr

term from March 2014 to March 016 aid

reduced the commitrient fec The imp my Iii

no immediate plans to borrow uind tither of

these icilities

Overall we ha fir ii orders purcl ace 21

aircraft so forth elow We iw opti in to

acqu re 42 addilona anc optior

acqu no 10 Q400s

The following table summarizes mircraft purchase comm tments by year

Total.

inc its two add don arc aft uthon7ed ubr quent to Dconber ii 20 Lt

Wc expect to pay for the firm future aircraft

deliveries with caah or hand If we exercise our

op ions for additional do ivenies we may finance

thc aircra throug internally generated ili

long term debt or operit rig lease nrangement

B13800
B73/900ER

Q400a
27
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ThE tab above xciu ror tnt tron ur

om penerori nr whic 3imatc $35

mu ion to $50 mhon pm year al bough thc

no iunum urn requur ci or tr butuor ur 012 In

oth 20$ and 2010 we ad ar

volunt ry sup It mental nu ont ubutuc of

$130 mu hon bru sung th fundur total in ft

ye to apo ox ma ely 200 milhon lh

nnfr nd luabuhty for quaFfu efh oft

ns ii olan $06 ulho at

lecemb 31 ompaucd $200 null

at De rob 31 201 II er ur in 31

fundd 1rtus prcj cftd be oft otlug

bosu compared to 85% ft ndr of

Dec mLer 31 2010 ho rca dec

eta do pute volunft ry in nbc tuon directlt

duc ower di ur to resultun rn ii

actuaru il ft mu lon hr Inc asin

the pro ected benefit obhpatuon and ftw

projcctc rsct return

We havc agreem nt Ii or mber Jut

card cornparnes pro Sees ths salr of cket

nd other cervuct Under ft iguc ci ien

thc matenai adver np cl iuse th it

tng3ered could it aut ur the oredut cii

cc rnpani holding rr ye rc ii ou

credit card recmvabks Undu or ucli

apr ent wc nould Le rcquir rnainft in

reer if our cred r4inp us dow udec

or low roung sun too

mo op our it wt woul 11 cc

ft mainft in re erve if ur md mark ib

cc unties balance fell bE ft rillion We

auc ot rrently requirt to maintain iv recerv

under the air monte hut if we our

finc ncial position md hr uid ty could be um it all

harmed

RETURN ON NVES1ED CAPTAL

We strive to vid rotu to ir mv ir ha

xeed the cost of th capital employ onr

hr Our get retui on uvr sted op tal

P0K 10% We urpmed thi god in otl

011 and 010 but tave no hiton Ily

rc ach this thret old on avera3 over cui

hw ir eec cyde

ci cc ic ar 31% finan

sutuin rod result cfcpcctoi umihi Mt 5/

ed up in ft ho ii ml

item nt pi ar itu in of ci mar

it mc to urmiki tr ii arc

gr renD it itt ci liii it it mm

sul of op uti cc ftc he

noli mtec nanc ien

cimipt if ii ic iii xh

Cm tic cu au tui tuu te ohm

th it rc fleet rub mt rio er

jcdg nt md am cit or tu inc tl it pot ci ly

cm ul in mat cially ecult un ci

icy ng cSSt tuon inch ii ditio

Man crr nt it fur frI wn cmi or

cou itim stir ii rid di cue

dc velop nent bet dic urc th

pouicic th Ii nirm tt

0mrMuloac Pkn oyaly rooc v3rd no ft

riborom ci whc fly inc mu lure cut

ii roy oui tic ml doer Add ticaiml cml

ii cc ft hurl actie uc cir bant citn

Cc Icr euth ci thc it tandi in

ii ybc redecned oct Ic nuiciclul or

ft cur tow 10 ft ulc mg

in mc ens mnc an icc to
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awards based on histoncal rtdemptions and

ctdements with other irners and accrue

liabihty accordingly costs actuafly

ncurred by us or paid to other au Hnes may

be higher or lower than the costs that were

estimated and accrued and therefore we

may need to adjust our liabihty and

recognize corresponding expense

We rgularly revicw significant Mileage Ian

as umptions and change ou assumptions if

fats and circumstances indicate that change

is tecessary Any such change assuni ptions

could have significant effect on our fin incial

poition and re ults of operations

PENSION PLANS

Accounting rules require recognition of the

overfunded or underfu ided statu of an entitys

do nod benefit pension and other pot tretiremont

pl ns in asset or liability in the financial

staten ents and requires recognition of the

funded stitus in other comprehensive income

Pc isiori expcnse is me ognized on an accrual

basis over employee approximate semvicc

pedods and is generally independent of funding

decisions or requirements We rccognized

expense for our qualified defined benefit pension

plsna ot $42.2 million $50.2 million and $93

mi lion 2011 2010 and 2009 respectively

Wc expect the 2012 expense to be

aparoximately $57 million

Inc calcuietion at pension expense and the

coi responding liability requires the use of

number of important assumptions including the

expected long term rate of return on plan assets

and the assumed dism ount rate Oh inges in

thee assumptions can reult in different

expense and liability amounts and future actual

experience can differ from these aasumptioris

Pension expense increases as the expc etc rate

of rcturi on poasion plar assets decreases

of December 31 2011 we estimate that the

pe ision plan asets will generate long term

rate of return of .2 3% which is down 50 basis

points from the expected rate at December 31

2010 Ibis rate was developed using historical

data the .urrent value of the underlying assets

well as longterrn inflation as.umptions We

regularly review the actual sset Ilocation and

periodically rebalance invest rits as

ppropmiatc This expec ted ong ti rm rate of

turn on plan assets at Dccembei 31 2011

Lased on an allocation of and non U.S

cquities md LI fixed inca rio secumitie

Decrc asing the expe ted Ia ig teen rate of retu ri

by 0.5% from 25% to /5% would irieroasm

our estimated 9012 pension exp nc by

pprox mately $6.4 ulliot

Pension liability and Future pension expense

increase as tI discount rat is reduced We

ciscounted future pension obligations using

rate of 65% and 5.Sc% at December 31 201

nd 2010 reapectivaly the discount rate

December31 Oil wa detcrmiined usng

current rates canned on high quality long tern

buds with maturities that co respond with the

estimate cah distribution from the pension

plans Decreasing the discount rate by .5%

mom 465% to 15% would uncnae our

projected benefit obl gation at

Dccc ruben 31 2011 by apmoYim itely $119

iilluon and increase estimate 2012 pension

expense by approximately $10 mi lion

All of our defined benefit pen iorm puans ire now

closed to new ent arts Add tionilly bemefi% in

our non union defined bone it pL mis will be fnoi

Jmnuiry 2014

Future changes in plan as.set returns assumed

discount ratc and vmnious atheu factors meluted

the patpit uur pc mae plan eill

impact our future pension expe ond

liabilities Wc can tof prc dirt what theae etoms

will be in the future

As of December 31 2011 we had upproximat ly

$3 billion of prope ty aid ejuipment and

related asset net cf accumulated dcpreeiation

Ii acoountung fo these ior4 ivcl msset

make e.timates abort the oxpe metul lives

of the issets ch nges in fIr et p1 mu th

cxpected uesudual values of the asets mid the

potential for imapaimur eat baa cmi the lair valu

of the asets and th casl flows hey genemate

actors indicating potential impairmc nt ir elude

but are not limited to migni icant decrea in

41



the mark valu the ng liv avs

na em rt reisi regardin thr future use

thr art igni1i ant hangc in the lon9

ts on ii ion md nor rating msh flow

se ted with the use the long lived

inhe rt in cstmatin the fair value

of ur rr raf nd elaled II ts and th ir salvage

ve inter ate $r our van It Ic rate

cbliat ons nd our wa lble for ale

kt mh rn tmr nt portfolio ind mmodity

pr ir jet ficl rquirc Ito op our

air ra flect puret majori of our jr

fu pr viilin rHiket prides nd serk to

in wmrket ri th oujtt cxc hon cf our

Igi ig mU gy and 4her ins We have

rk risitivc ntrumon1 the form of fixed

ia bt ar ui Ov

instrc in ts us hedge ur exp sur to

jet tue icc incrcase and iterct rate

ncrea not pur hold an

ivat yr icial truii ents for trading

irrently fuel hed Dig portf consists of

ice oil cali oplion md mur Uining rnargir

ip ontr Both all option md waps
rtiv ly our irg fo th ude oil and

rir rir compo er imitirig our

ure ii a5 ig tie rice or lout hslf

ml our plar ons imption With the call

10 oc act we II benft Iron tie drcline

rude it rc then no fu ur cash

expo ibove thc urn we pay to enter

ntra lh swap contr met do not

uVro mm dv CXi uSt iS tv

ulur cash out even ctual pri Ire

I.e ow ti W3 proc dur the hedgc period

be icvr the is ri Ic lot hedging ga nst

pcblity iCtiel iricrmases

stun ite hat IO3C or deer aso in

cru oil as Dccci the 31 241 would

rr eor Ier ast thfairvaluofcurcrud

vmlu st the timr of imp 4rm AUual

proceeds upo di position the ii or itt

rlate rts could he ri atc rio ly It tic

cxp cied rr ultir in ad lilmi On

estimat of lvagc salue ti 11 of pos
could mIsc cI ang rcquirin us to in thc

depreciat on expens on th if lected airc if

Cur portfoln it of fuel hudge onti it WI

$106 yr ion at Dr comber 31 01 par

to por to io value of 131 iiII at

tece nber 31 2010 do not iiv ir

collatc ral held by tour terocmrties he

mrecmrts as Itt ectribor 011

cm irue hoitvc thit our hcdg

ogrcmr 115 an importar part of ur strategy to

rc duc or exposure to oI tilr focI pi ic

expect to co itinu to enter into ft ty of

ontrac is pr spectively althc Ii ign Ticarit

ancs ii mrkc or ditio cu if tnt

mcisions ir dic js it se Ito to

our cli later Ii inc to iti

We ive exp ur market risk 055 It Wi

hangcs interest te rd it prirr mrily to our

cIt oblif atio and short rrr nent

portf In or debt obligation inc Iu It vanablr

rate intrum ts which ye xosurt to

cI ne ii intcrcU ratc The its

mm at nitig it thro
igl eu iriaL

nv stmcnt portfolio hypoti mlioal 0% chong

eucagr rt ml ufl rablc

rOtc debt during 2011 would ort idinly

oh inge our carning and oah flow

as cioted wit then ite pr xi no

$0b nillion In order Ii help miii ito th rik

crest rat flu iation wc han Ii

intere$ itt on cit mm cxi Ii re bI it

debt agreemerts over mcverol yea

oil hcdf rtfoliu by mpp iii it dy $n8

millior sri $46 mmllmur rr apt liv ly



Our inable rat debt approxu ktely 239f of

our total long erm debt at DecembEr 31 2011

compared to 00% at December 21 2010

We also hav invetmerts ii rrketable

eruritios which are exposed to market iisk

associatd with ianges in interest rates If

hortterm irit rest rates were to iverage 1%

more tt an thy did in 2011 int res inc 11

would increase by approximi ely $11 millior

vn
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Eh Bo rd etor and th holde

Wc hay id to tt or omp my or olidated

ala heets of Ala ka Air Group Inc

and ib adc nes as of Dccc mU 31 2011 and

2010 ard the latod cons idmtcd statements

of apr rat of ret older quit or cah

flow mc ml ho years in tf three year

rvrole cceiibr 2111 hr

lid fir nci ml talc mx its the

ponstbiht 01 the Cc mp my management
Ou nsporiibilit to xpress in opin on on

on olidatd finarici ml statements based

on ur audits

onductod our mc dit ccordanc with th

mU ra mrd the ub any Accounting

Nioti 130 ml tinitcc tit those

ii ird rc qc ir that wc ir and perform the

audit to ir rc asor bl surance ibout

he fri nc iii iti nier ts ire froc of

rn uI mo it ii dii moludes

cx minir ii Lai evidc nec si pporting

th imoc its in surc the furimr cial

it or An au it ml Ic as sir

ur rincipk us md sgr ilicant

st vat by ia nt wc II

atinO or ill ic al stat me

re enta on We believe th it oui mudit vudc

onbIc bo for ur pinie

In our opi mion the onoIud it finan cml

tatemen referred to abc ye pie ent murly in all

material repeets the financi ml position of

Alaska Air Group Inc and subsudianc rf

Decembeu 31 2011 and 2010 and the reultm

of their operations and their cash low iou ox
of the yc ON in th thre year pc nod mmdcc

Decmb 31 2011 in conformty witf

Ii rHv cptPl iN nting pru pI

We also have audited in accordance with th

standard of the Public Company Aecountin

Oversight Board United tes Ala ka Air

Group Inc nterr 01 cor trol over financ cm

reporting is of Dc cernber 2011 tmse

criteria tmbIished Interr al Control

lntegratod ramework isued by the orimnuttee

of Sponsor ng Organuiation of tI freadway

Comnmussion 5QSO and our rc poit dated

februauy 201 oxpuess an unqual tied

opinion or the ffc ctuvene cf the Cc mpony

internal control over fir inc ual porti ig

KPMC LP

Seattle Wcmhington

Fehruiry2l 201



ALASKA MR GROUP lNC

Current Assets

and cash cquiv4e

Marletabk ecuntie

total caTh ann rkctabl er un ion

Receivables lens all wnn ot doubtful

Invontones and supplic

Dcfcrr income xe

el hedPe cm tiacts

Prcpad expens and oth rent as

Total Current Asset

Property and Equipment

Arcraft and other flieht eqcirrr nt

Other property and cquipn nt

Oep it for future flight quipment

accot 4s of $08 arid $0

813

112

OR

vol
4a

120

61

10

0642

Lee umulated pro iatio ar amorlizatic

Tofrd Prperty md Fouipment Net

Fuel Hedge Contracts

Other Assets

Total Assets

80/

64

2023

6139

ft

69

13

$6 OiC

See arcomt anyi ig note tc cono idatcd financial sta mont



ALA KA MR GROUP NC
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ALASKA MR GROUP INC

ncr

rnhr 1634 $2A

Rponii

lot ii pas rig revenu L488

rp it and

Other net BA 30

Tota OperaUng Revenues 333

Operetrnt Expenses

Wag ant he ieMs 3.1

Varnit mc ntive

Amrcraft fi ci mnciudmnp hedgmng ai and lo 90
Arrcralt ml iten ince 216

Ant rer 33 163

Landrr idot rertal 322 223

Contra ted servrcr 163 60

Hmnp xpc net 163 131

Liepre atron and am mtror 30

For ant or yr omv 67

Other 21

Heel an mUon and struc unrig related rxpenes 44

Iota Qperatrng Expenie 0.1 13

0peratrn neomc 11

No operating income Expense

interc mncome 29

itere xp ec 108 3m 13
ii err st eiprtairzc

13

61

con of nr come Ox /9

icon tax cxp

Net heotie 44 2111

Basic Fart ings Per Sb ire 01

Diluted Lirrngs Pr5hare

shares ucc for con puhtnon

isnc 22 3$15
uteri 3u

cc ccc rot inynng notes to onso ndated nanen ii ii ment
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Rx ttx to employee ber cOt plans

Pennr ThOty ciutrnnnt not of

tax effect

Postretrrement mothcal liabrlrty

adjustment net of $92 tax effec

Other rs supplemental reti ement plan

nffof$ Otaxeffee

Relats to siterest rate derivativr

nstrum nts

Change far tlue

lncornx tax effcct

iota co yrprehonsive com

rc has of treasury stock

Stock based compensabon

Fr asury stock ssued unde stock plan

Stock saucd for moloyee stock purchase

plar

Stock ssucd under stock plans

dance Dx ssbc 31 2011

C1t netirAome

Othc co npr Then ave ncome loss

Related to marketabic secuntie

Change fair value 11

ReclassiOcation to earrtings

Income tax effect ... .4

1210 12

lb

Ic

10 102

12

St

1L6 11

02

0061 01 21 21
793 0.8 10

6.4/6 31.9 8400 .3 390.0 810.6 17

if

See accompanying notes to consolidated financial sta1ernent



ALA KA AIR GROUP INC
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Al Vi Air Giou Inc

Dc criher 31 011

NOTE GENERAL AND SUMMARY OF SGMflCANT ACCOUNI1NG POUCES

he co isolid ited financial statement hidude

th icci unts of Ala Va Air Group Inc \ir Group

or the ompany and its subsidiuries Alaska

Airhnes Inc Alas Va and Honzon Air Indu tne

ii Honzon through which the Company

condu ta sub tanti illy
all of it upe ationa All

gc ficun interaompant balances ana

in action have becn eliminated Eheae

icial tat menh have been orep red in

co iton ilty with ccou iting principle generally

ac cd in the Unitc States of Amen inc

thei preparation require the us of

ri igc mont etim itc Actual result may

diifei from theac eslin ate Certain

ssific ition have en made to conform the

pr ar data to the urrc nt for ii it

Cash equiv nt in it of highly liquid

eatmeni with original maturities of threr

rnths or Ies They are cirried at cost whict

approximates market value The Company

re iuce cash balancea when che Vs arc

disbursed Due to the time dclay ri cheks

clearing the bai thi ompany iormally

iintains negative bcilancc in it cash

di uisoment accounts which reported

ci ru nt liability The amount of th negative cash

balance was ni illion and $3 million at

December 011 md 2010 reap actively and

icluded accounta payable with the Change

in the balance during the year in Iuded in other

tinanci ig actuvite in th consolid ited

itenients of cash fI ws

The Compmny has reatncted cash balances

primarily usc to guarantc vanou letter of

cr It self insurance programs oi other

err tree uel rights Restricted cash core st of

highly iquid secuntic with origin ml itunities of

three month or los They are arried it cost

wluic approximates fair value

lnvestm its with original maturities cf greater

than thre mc nths md maining rnaturitie of

Ic as than one yr ir are sided as short term

investments In ye tr ients with maturities beyond

one ye may be cIa sided is hortienn based

their highly liquid nature arid becausc such

rp rkett cc Sc cc rc ent thi invesiment

of cash that is available for currc nt operations

All ash equivalc nt arid sVort term irive tmon

are el msi1u as av ilable for sc Ic arid ealiied

gair irid 10 es are corded using the specific

identification met iod Changc ir market value

ludmng other than ter ipo ary impairments an

ref lecte it umulatc 0th comprehensive

los A0L

lnvestrnent are onsdere to be impai ed whcn

decline in fair ilu is judged tc be othei th in

femporary he oriip systematic

metho Jology Lhat cor lens ave lable

quantitative aid quc litatrve evidence in

evaluating potent iii pairment If the cost of an

investment exceeds its fur value man igement

evolu ites among othi mc ters general manke

ondit on crc dit qi cIty debt instrurr ent

suers the duration arid extent to which the fair

value is less her cost our mt nt id ability to

hold or pla is to ll the inve tment Once

declin in fair ilue is dotorminc to be other

han tempora in impairm nt charge

eecrded to Ott icr nct thi consolidated

rt itements of open tion rid rew cot basi

tF investm nt estahl sIn

Ti ci iv hI are duc on dc iianc arid coasit

oruni arily it airline tr ttic inc lucting credit card

cc iv bk Mileagc Plan pa ice amounts due

ram othi aeline Jatcd to interline

grc ements govern ii nit tax authonite arid

ether iniscc ilaneou amou it due to the

Thr ipany arid re nit of mllowance fo

ST



cour Management do sruines the

Ic do bt accounts ia ed ri kaown

ii rnd ii ft al exp ncnc

ir ignf cxuiL

xpend ibl rcraft par itenals and supphe
iic tated th yr ao eo rd are in luded in

rvc ito ift ft supl 05 \n leccnce

ii ow in fc Ypendabl rt accrued bee

in etirnoted lives of th corrr sponding fi

type nd ilvag value rplu ive iton ar

arned at thcir oct re ilizabl value

how ii for ill non iol is xi id

inven one and $29 nih in

at Doceinhci 31 2011 and 01 cc pctively

nventory supplies net al dud id

mv ntory ct $196 mihio iaid ul ion it

Deriber 31 2031 ard 2010 repctivoly

Repairahk md rot ible cc raft rt ver to ie

ire nclud fli8ht quipmen

pe ty inc
it mci ar ecorded th cost md depr ted usino the straight In thod ovc their

stirnated uc 1131 live wI ic arc ft howe

cc ft and related flight quipi ie it

Rot ing 73 03/ 800/900

ir barth c400
I3ci din

Mir dim land impr vc ii nt

ipitali lea irid 2d impr vmc cit

rut in rowar an soware
hr furniti cc and juipru nt

II it cquipnier cludes rotable arid

rn air be par nventori vhich ire

prc ited vur associated fleet
Ii unle

itt rw iotc

un rest at lized on fI juipmc nt

urc iase epo is cot of the rela ed

nd ml ov the stimate

uscful ik 01 hr aset It italized interet

is mpany weightc average

orrowi ig ra

Mantei nc aid rcpiim cti rthmrieiine

iii it inn on 637 400 00 md 900

in xpensed wI no ocred Major

iii di it ut xtc nd tic Ide oi ir irove the

ic fu ncs aim rift italized arid

sir mat pcao ue
P1 nt nance FlinT 100 and 900

ertmic is vrcd cndcr povei byt iefoi

ith hirc 311 whereby the

Cc io iy nay et rniinable amount an

tr nJriri thrdpat Theomany
sos in rtr ct rr it icc in ngine

2Oye
yemr

Oyeui

year

ho en la rm oi

limatec uc ful life

year

Jo irs

The Comp iy vd uates longdived is ts to be

hell md for irnpairmeit whc yr events

or ianges in circumt iice indic tc that tie

total canryin mount of in et or ism ft group

may iot he recoverable Ih uipany grou me

is Is for purpose of uch revic at the

lowest levl for which idntifiablc cish flow of

the mst group uie largc ly
mdc pe idc nt of the

met flow of other groups cit aset and

liabilities An mmpmirmnu lo is considered

WI en estimated future undi counted xi flows

expe ted to result fiom th mee of thc et or

proc arid its cv ritual dispo ition ire le

in ift rrymno ama mt th as at ot

group is consi ft recoven hI wr te

dow equ il to Ii exces of he carry rig ant oun

cver the Iii value will he con led

Thc Company apitalizes co to cevc be

ntc rnal software that ire incurn Iii the

apphc mtk devalopm stage Inuionti atmom

commenn thr ftwmne re dy In its

inter ded an the uiortizm ic nor the

ubtfu

mlow

tno it Ic

41 Ii



eshmated useful life of the software ge icrally

three to five years Capitalized costs primarily

include contract labor and payroll costs of the

individuals dicated to the development of

internal use software

Deferred revenue results pnr iarily from the sale

of Mileage Plan miles to third parties Ihis

revenue is recognized when iward transportation

is provided or over the term of the applicable

ag cement

The Conipany leaves aircr ift airport and

tcrminl facilities office space and othr

equipment under oper iting Ic asc Some of

these lease agreements contain ft nt escalation

clauses or rent holidays For scheduled rent

escalation clauses during the lease terms or for

rent payments commencing at
.i

date other

th.n the date of initial occupancy the Company

rm ord minimum rentai expenses on straight

line bas over the terms of the leases in the

consolidated statements of operationa

Cesh payments associated with returnir leased

aiicraft are accrued when it is probable that

cash payment will be liade and that amount is

reasonably estimable Any accrual is based on

tn tim renmining un the lease plannd iraraft

usage and the provisions included in the lease

agreement although the actual amount due to

any lessor upon return will not be known with

certainty until lease termination

As leaed aircraft are returned any payments

are charged against the established accrual The

accrual is part of other current and longterm

liabilities and was million and $29 millior

of flecmbr 20 II nd recemher ft

2010 resp mtively

Passenger revenue is recognized when the

pcssenger travels Tickets sold but not yet used

are reported as air traffic liability until travel or

ate of expir ition Commsr ions to tr 3vel agent

end related fees are expens when the itec

revenue is recogn ze Paseng traffic

commissions md related tees not yet nccgniz

ore included as pr paid expe ie Taxe

collected from pasengcr inc uding

transportation excise taxes airp rt and cc urity

fees and other lees am reco dccl on net

with in passenger ever uc in the msol date

statements of opera ions Due to complex

prcing structures refund and exchange poliies

ond interline ogre ements th 0th mirlir

certain amounts are ncognizei revene us

estimates regarding both ft timing of the

revenue ocognition 3nd the nount of revcn

to be recognized These im ite are aced

the Companys hiatorical data

Passe rigor revenue also inch dc cc ai

ancill mry or ion tickc revenue suet

reservations fce ticket change fm 3nd

baggage service charg Tesc Im an

roe ogni ed rever ue who hc rc let crvic

are provided

Freight and mail mvenuc aie recognized wher

service provided

Other net revenue arv pri xiarily re ated II

Mileage Plan and they are ccc ogn id
described in the Mleage ri paiagr

below Other no also inc ide cert on mciii

revenues suc Ii as on board food and boy rc

ale and to much Ic ser exft nt ommiss or

from car and hot ndors id frorim th aIe
of tiavel insurance Them itc an gnizc

as revenue when the services arc

provided Boirdrooiri eirp nt lounges

memberships are cc ogriize moe the

membership period

Alaska operate frequent flyer niorram

Mileage PIa that provides travel iwards

members haed on cc umulated ii cage cr

miles earned by fiyir on ask or Hore on in

through airline partners the eat mated cc mt of

providing tree travel awards recogru

eIIi ig expense and accrued liability

miles are earned and accuixiul it
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beiwee market part ipa Ith on the

neaur mer tc The sto id ir al estabhsh

foir valu hier rchy which requ res in entity to

maxirnixc the use of oh ervoble inputs and

mi iimiie the use of unobservable inputs when

rieasunng fair value hcr are IL roe levels of

input that may be us to meaure lair value

Level Quoted pnce in active markets for

idE ntical sets or liahilities

Level Obac ivable puU othc than Level

prices su quoted prices fr amil asets

Ii ibrlitie ouoted ices in rn rkets th 3t arc

not active or other inputs that are observable or

ca hr orrobor ited by ob ervable ci rfret data

for subtantially the II term of the assets or

lraOi ities

Level tjnobservibl nputs th it arc upported

by little or no market activity and that ore

significant to the fair value of thc ets or

Ira or litre

Th Company hr elected riot to use the Fair

Value Optior for nor financial instrum and

accordingly thos asset and liabilities arc

ciiried at axiortized coat For fin incial

instruri er thoc as ets nd liability arc

carried at fair vilc arid are dote mined bied

on the mark approach or inc ome app oach

depending uron the lcvcl of iripuo rsed

The Compirry use th as iiid liability

aupro or accounti ig and reporting income

xc Deferred tax sets an Ii ibilitiea arc

rei ognized for future tax consc nc

rihutable to differer cc bet ye the inanciol

st tem of carging imounts of cxi ting iscts

an liabilitie ai their ropectivc base in

for operating loss and tax credit carryforwards

Deferred Cix assets md liabilities are measured

ucing enocted tax ra ea exFected to apply to

taxaole ir come ii thu veart in iich those

temporary differences are expected to be

recovered or settled ie effect on deferred ta\

assets arid li ilitie of iange in tax ate is

cognized in the penod that incudos the

or actroerit datc valua ion allowance would be

established if ie es iry fir th amount of any

tax benefits that ba ed on ivc ilable evidence

are not expected to lx realrzd ie Company

acer unt for unre cgnized lax benefits in

cordance with tie iccounting standards

Accounting standards require compa ries to

recognize xpcns the fair value of stock

options and other ecuityba ed compenation

issued to employee of the grant date hese

tan lards apply to all stc ck irds th it the

ompany frarit to mpl yer as well as the

Companys Emp oycu Stool Purr Plan

P1 which fea ur look bick provision and

ul ows employees to purchase took at 15%

discount All stock based compensation expense

recorded in wiges and nefiIs in the

conoFd tea tatements 01 oleration

Dilute 05 is calcu at dividing net iricori

by ft av ragc comr ion sharc outstanding p1 is

idditional cor imon hares tha wuld have bc

outstanding ossuming the exerc ie of

ci th money tock options an rc tricted stock

units using the treasury stick method In 2011

2010 and 200P 01 million million and

2J millicri stock options pectivcly were

exduded from the ilculatior of diE ted EPS

because they were antidi utive



NOTE CASH CASH EQUNALENTS AND MARKETABLE SECURES

ornponerlts for ash ca equivalents and market iL curiti Hi 11

Cih 21

Mon ii rfr tund

Cash and cash equvaents 10 02

verr nrc nd sgency unties

in lent dL

ct ha iritie

rt9ag ack cur tie 11

or rat rote and be ide 18

wimp ii tie

MarketaWe seurites 23 12 38

gove iicnl ar agency eccunti

orei$n pc vernn ent bond

ret bdck ecu it

Mortag bark secuiities

orpor it Ic id in

inicipal cu iti

Marketabe secuntes

Total

34

01

Fv ry mart froth

hand

$3 113

29

63 43
410 08 41

Li 03 11

12

11 420

81vitv rinirkctabk eciriti Ion th year

ned Die ib in miH one

Pwc iron -ole

nunt
CH oh

re idle
her on ipor

rent

utflI

Qi $0

$9557 $9 $i2b
75 101 70
23 23

if 19 rkct F1 nt at

Decenibe 31 2011 4f/ rat ire if

ed 108/ tim aftcr

22



lnv strnents with continuous unreahze lo in millio is

As et bac ked ob

Mortgage backed of

Corporatc notes ahdkOhdA

Un eali ed Ioses from fixd inc mc ecuritic

err prim irily attributat Ic tc ch in in ntc rest

rates Management doe not bcl any

reriaini ig unreali ed los repr sent licr

NOTE DERVATVE N5TRUMENT5

The Company operations are inherntly

dirluCut upun the cc Cflu avadability of

air raft tue To managr conomc ri ks

asociated with fluctuation in lift raft fu

pri the Company ferirdi lly enters ito call

options for crude oil id swap agrcements for jrt

fuel rcfining margins hc Company exposcd

crc dit loese in the ever of ionpc rfoift mm
cuuntcrpartic to these fine icia instruments

Company periodic illy view and seeks to

mi igete xposure to the counterpartys financial

de urioratian and nnnpurfnrmencu by mcn tnring

the ab olute exposure levek and the

Co intcrpartys crcdit r3ting The credit exposure

rd fted to thc financial instruments is limited

to the f3ir value of cor tracts in net receivahl

position at the rcporting datc the Company also

maintain secuiity agreements if at require the

Company to post collateral if the value of

than temporary in pa ii rif baa on our

eveluati of evidence as of

Lcenibc 31 2011

selected instrument falls below per fir

tmrhot hrc ahld

In thc furth qu irtor ir an effort to reduce the

prc mium xpense ot hoc ge mn cis ir 9012

Company old portori of xi in ciud

oil contract with iiaturtic ni 20 and

purch mcd ncw itic ns with higher strikc

pm for tie aamc period ihi reduced hr

preri iurn associated with the 2012 P0 ition

nd increased the average trike price of th

2012 pofoiiu fre per rrel $100 fC

barrel Thcrc was no net impact tc the income

tatc mont duiing hr ric due the contract

being marked tc roar tct ich pcriod

of December 31 2011 the Company had

fuel hedge contracts outstanding covering

421.1 million gallons of crude oil that will be

Total

31 $02 128 $03
3b1 10

1374 1384 24
$204 $0 $208

government arid agency se unties 163

foreign government bonds

Asset backed obligations 166

Mortgae backed oblimtiora 514

Corporate notes and bond 606

Total

$1 $1
41C 4L 02

01 19 02 15 03
04 88 08 60

05 624 05
$20 31



Jocirig 800 iirc itt Thu reem Ints

ipua tat hcorrpnypiy ic1iitr st

rate over the tc rm of the cur act md ive

floating nter st iate Alt significant te rn of the

swap agrocmont iat th terms of the tea

are rci includ restrate index

ro natia date arid un crty ig

otior hr ag nt xpirc from
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NOTE FMR VALUE MEASUREMENTS

Fai values of fir ancial instrumen on ft consolidat 4ancr sri et illiOfl5

Assets

Marketable secunties

govt rnment curitks

Foreign goveinmcnt bonds

As bar et untie

Mortgage bask secunite

Corporate fl id bond

Municip ii ceunir ss

Derivatwe instruments

Fu hedge contr ct

Liabthties

Denvatwe instruments

Fuel hedge cor tract

Interest ate awao rnenit

Marketable securities

US governr ient sec untie

Foreign Covcrnmert ho id

Ass tback ccuritie

Mortgage back sccurities

Corporate note and hr nd

Municipal set uritiec

Derivative Instrume it

Fu hedgr cor tracts

Lblllties

Derivative metruments

lntc ro rate wa agrt nt

The mpany uscs the rnaket and inc ome

op roach to detsrrriinc the fair value of

rketable securitic government

sosuritic are tevel as ftc ii value is bascd

quotcd prices in active kets Foreign

governments bonds sct back curities

mortgagc ox cccurities corporate notes and

bo and unieipal cc tic an Lev as

the fair valuc baed on industry standard

valuation models that ire calculated based on

oh ervable inpute suc quotn interest rates

yield curves cr dit rat ngs thc cc curity md

other ot sc rvable mcinkc infur ia on

$295 $295

54 254

580 580
1249 1249

526 52

11J

1159 I169

103 103
88 288

$4129 $1129

43 4L6
ii Stl

i255 125
4203 t203

f7 61

88 58

ihe Compmny uses the markst aporoach and thA

ii come approach to determin thc fair value of

rivativc inst uments Furl hedgr ontracts arc

over the cc unter not exchange traded and

cstcrrnined bascd on obervahlc inputs th are

adily voilable in ar tive markets or mn be

rived from ir4 Mmatic avilat Is in sc ye

uot mrkets itt rcst rate wap agreement

nc vcl as th fair vmluc of the contract is

determined ha 3ed on the fleren hetwer the

xc inteir st ito in the agir ement and thr

bsc rvabk LIBOFf itorcst forward rat at

penior end rcult plied by th total notional viluc



lh ii any tie tel

ium tiir ci rn

hnai Fr ert bat

valu rib ci lo

5h pu/v it ir imoit

SF ipri xirr be ii value

Debt Thc carrying imounts of the Cci ip ny
vanable its debt pproxim ites fa valuc For

fixedrate debt the mpny ucs th inconi

appro ch to deteeninc th ecU aF fai value

by ma ig iseountcd cmh flow uoing Li

Company current Dorrowinfl rate

NOTE ASSE CONSTRUCTED FOR OTHERS TERMNAL AT LAX

lnO tic ripiryaiauriccdpla Fr rnov

Fr ler ir Ler ii hr ci

pro ect Sti bd to ap rcxim ely $23
on sup ci of ncw Lagage

ystem LAX rc roy itiori of Icrminal

in It hr it or ommr

cn cxpai ci ii crc nint

ft oin ii ti kct lobby II cf whict

xpcb to oripk ted ttr spr rip of

Ii lthcor pinycipic finding

it wit ity Angel arid

LIW\ ii uI Jr ihi ti bomci ny For

nont opr cmvi icn cncr aa
cc urn or sm

out rid oc lob

Li om in itt Li re abur ed br

pr pn st rc novc in the new gat lu

ir tim vs ci pan snticipatm iha thc

nil rcir ibu able sti rc of oroj wdl be

apurox ii nely $2 inn llion major ty oF thc

oitruct tcst will bc imbured dur or

at or pletic ccii truction

Fr cc urt dim rtlorting urposec

uiIry Jco vs mneru

proj ct br to ructior md will not bc

shfy or leasoback account ng

whc the nor Fe arc Fran ferret

0th ity rue thc inipany
to it uirg invols ment wi ic jec

mc ml all of ni ur to find the

proj inc ci Ot pmopert5 anc

cqi ipnncnit arid ill nount that hays been arid

will be rc mm urrd will in Other Ii ibil tie

thc halan sheet As of Dr mbr iF 011

$152 million is apitali ci mid cludc in

Othei props rty and cqurpm mm whik $11

ni dlion was icluded in Ohei hat ilit

The cts will he dcpr ci sled ivem tI Ii of

th lease based on the straightciine method

whi ability 11 morti on the fUctive

intr re netI cci sr on bit lc run ml

iynie it Pt cam th Comm pany wil only

opcrstr un II urti sri of the pat the

rminal me acm 45 ci Ii mbiuty will cpr crate

md amortize to timated va at th
nd oF thr Ieas Fcrm at ii time wi may veIl

tot nibs dud ruuoprr tu 00 oulrbmliurl or we

ay xtcnd our Ira tcrm

Ad lit ona ly psit of the roject wr cipitali cci

in me of $4 milhior which will prociate

wer the Ieme term in connectic with the

sscociatc ci aasets the Cc mpany also ci fr med

intret ncome oF $6U million mc hated thr

ntermt oaid by LAWA so iiictic w4F cur

inc rig of the project which II ecogm med

aui tic Iecn period

Futurs minirni pnymcnts elated thc

len nal lease ire includ ci in fa
ihity ccc

decri med in Nrt whiU th expctU cipitsl

exper diture ii 20 irc stirnated total

ap noximately $83 million

sir my io fi ianci scr hat
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NCTE LONG TERM DEBT

on irn febt obli toH

Ic ii 31 in

dr Pd abk

In 11 23

Iyubk

Plo Ot1 2003

ty tori debt 24

itdlO

11

tE imtx lIe

We itedoe en

the ompany has two 00 miH on redit

faciliti Bot facilit havc Vc riobft tnt re

r3tec based on LIB0 plus specified riargin

Borrowings on to th 10 mHlion faciUties

which cxpires in tn 2113 ar ecured Ly

craft Borrowings on the other $100 miHion

facility are secured by certain ccounts

meivable spare engines sp re parts and

ground service equipmc nt 3uring 201 we

riodilied the second facility by extending the

term from March 20 14 ft March 2016 and

reduced the commitment The Company has

immediate plans borrow using tither of

Uc facilities hose facilities aVe

quiremcnt to maintai tirumum unreatricted

ash and marketable stcurtie b3lance ef $600

%llion he Company is in onipliance with this

euvenont ot Doceinbcr 31 0i1

\t ccmbei 31 2011 lontcrm debt principal

payrr ents for the riet iv yea and thereaftr

are as fol ows ir millions

ThtoI

201 209
212 1010

20
201

116

14

ot3 rincpai iyu e3

ol 11 ornpany orrc wi ver curt by

air iaft

Inn it 01 th or pan nia sch lcd dcl

tynents of mill on ipany als

prep lid thc full ft bt bila ev

en ta iding aire raft de bt ag cc ts 2nd the

tia debt bul into on four utstanding aircraft

de Igreements totalin $164 million In

ad lilion thc up my borrowc pproximately

$106 mIlton or six ol the 400 tircraft

do vcrcd in 201



NOTE INCOME TAXES

Cern it dr fe edt set
error dnfcrred tax

rtCy

Nt left rred ta hdt

otaf IX IC lSi

kifd ron

Ih Company no con luded th it ii ri re

than not that Jeterrod as et wifi hc

reihzabk in no iluaton alk tn

hr en recordr as of Deceri ber 2011 thIs

onclu based xpcctc fu rc
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Iota urn 10
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At ervmber 31 2011 the Company had lease

contricts for 60 aircraft wlich have remaining

none tnc tlable Iese terms rangir from two to

over ten years Of these aircraft 14 are

non operating Le not in our fleet and sr bleased

to hird party carriers he majority of airport and

ter iiinal facihties are also leased Rent expense

$21 million $294 million and $203

million 2011 2010 and 2009 respe1ively

he Company is come itted to purchasing six

Booing 737 800 airerift and 19 Boeing

73/ ODDER aircraft with deliveries in 2012

through 2015 at December 31 011 with

options to purchase an additional 42 Boeing 3/

ircraui 1h Cnrripanv also hs ntinns In

purchase an additional ten 0400 aircraft

At December 31 20 Alaska ad CPAs with

thr carriers including our wholly owned

ubsidiary Horizon Beginning Januiry 12011

Horizon cold 100/o of its capacit under CPA

with AlasKa On 14 201 SkyWest Airline

Inc began flying cert un route under CPA th

Alaska In additior Alaska has CPA wi nAir

to fly cci lain route ii tie state of aska Un
these agree rn nt Al iska pays the rr era an

amount which is bas on dete rain utinn of

their cost of ooer ting those flights md Other

ctors ir tended to approxir iatc market ratc fir

those service uture paynie its xc ludrig

He nzon are used on minimum vels mlying

by the thirdparty can er which could di

materially due to variable payment base or

actual levels ef flying and certain costs

associated wi operating flights such mud

The Company had power by the hour

maintenance agrecrr ent for ill Boeing

engine other ch in oeirip 3/ 68u ir

December 31 2011 These ecm nt trarisfe

sk to thi perty service provide arid fix th

amount the Company pays flight hou

xchange for maim tenance and me pairs ider

redefined nten nec program utume

ayment are based on mim imum flight he irs

Acco dingly uym nts could differ ate aig

based on actual flight he ur

NOTE 10 CONTINGENCIES

lhe Company is party to routine litigation

mntt rs incidental to its busines arid with

mspect to which no item liability expected

\1 nag mnent believes the ultimate dicposition of

iese itters is riot like to materially off Cf ft

Company finar al positiol or re ults

operations Ti is forwaru ookint it ii it

hosed or manopemcnt err nt idemtanci ig

cf the relcvan i0 and to md is suhj

NOTE COMMITMENTS

Future minimum fixed payments for commitments as of December 211 in millions

2012

0013

2014

2115

2016

TI ereafter

eta
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131
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55
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27

173

10

$252
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l5T
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18
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26

26
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10

$125 ItIl
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Pa ei per
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Region il

Total pa rper

rc vcnuc

CP revenues

Freight and mail

tirer net

Total operatrng revenues

Operating experees
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders

Alaska Air Group Inc

We have audited Alaska Air Group Inc.s internal

control over financial reporting as of

December 31 2011 based on criteria

established in Internal ControlIntegrated

Framework issued by the Committee of

Sponsoring Organizations of the Treadway

Commission COSO Alaska Air Group Inc.s

management is responsible for maintaining

effective internal control over financial reporting

and for its assessment of the effectiveness of

internal control over financial reporting included

in the accompanying Managements Report on

Internal Control over Financial Reporting

included in Item 9A Our responsibility is to

express an opinion on the Companys internal

control over financial reporting based on our

audit

We conducted our audit in accordance with the

standards of the Public Company Accounting

Oversight Board United States Those

standards require that we plan and perform the

audit to obtain reasonable assurance about

whether effective internal control over financial

reporting was maintained in all material

respects Our audit included obtaining an

understanding of internal control over financial

reporting assessing the risk that material

weakness exists and testing and evaluating the

design and operating effectiveness of internal

control based on the assessed risk Our audit

also included performing such other procedures

as we considered necessary in the

circumstances We believe that our audit

provides reasonable basis for our opinion

companys internal control over financial

reporting is process designed to provide

reasonable assurance regarding the reliability of

financial reporting and the preparation of

financial statements for external purposes in

accordance with generally accepted accounting

principles companys internal control over

financial reporting includes those policies and

procedures that pertain to the maintenance

of records that in reasonable detail accurately

and fairly reflect the transactions and

dispositions of the assets of the company

provide reasonable assurance that

transactions are recorded as necessary to permit

preparation of financial statements in

accordance with generally accepted accounting

principles and that receipts and expenditures of

the company are being made only in accordance

with authorizations of management and directors

of the company and provide reasonable

assurance regarding prevention or timely

detection of unauthorized acquisition use or

disposition of the companys assets that could

have material effect on the financial

statements

Because of its inherent limitations internal

control over financial reporting may not prevent

or detect misstatements Also projections of any

evaluation of effectiveness to future periods are

subject to the risk that controls may become

inadequate because of changes in conditions or

that the degree of compliance with the policies

or procedures may deteriorate

In our opinion Alaska Air Group Inc maintained

in all material respects effective internal control

over financial reporting as of December 31
2011 based on criteria established in Internal

ControlIntegrated Framework issued by the

Committee of Sponsoring Organizations of the

Treadway Commission

We also have audited in accordance with the

standards of the Public Company Accounting

Oversight Board United States the

consolidated balance sheets of Alaska Air Group

Inc and subsidiaries as of December 31 2011

and 2010 and the related consolidated

statements of operations shareholders equity

and cash flows for each of the years in the three-

year period ended December 31 2011 and our

report dated February 21 2012 expressed an

unqualified opinion on those consolidated

financial statements

/s/ KPMG LLP

Seattle Washington

February 21 2012

Ll
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ITEM 9B OTHER INFORMATION

None
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PART III

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE

GOVERNANCE

See Executive Officers of the Registrant under Item Our Business in Part of this Form 10-K for

information on the executive officers of Air Group and its subsidiaries Except as provided herein the

remainder of the information required by this item is incorporated herein by reference from the definitive

Proxy Statement for Air Groups 2012 Annual Meeting of Stockholders to be filed with the Securities

and Exchange Commission within 120 days after the end of the fiscal year ended December 31 2011

hereinafter referred to as our 2012 Proxy Statement

ITEM 11 EXECUTIVE COMPENSATION

The information required by this item is incorporated herein by reference from our 2012 Proxy

Statement

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by this item is incorporated herein by reference from our 2012 Proxy

Statement

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

AND DIRECTOR INDEPENDENCE

The information required by this item is incorporated herein by reference from our 2012 Proxy

Statement

ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is incorporated herein by reference from our 2012 Proxy

Statement

-I

LI

87



PART IV

ITEM 15 EXHIBITS

The following documents are filed as part of this report

Exhibits See Exhibit Index
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the

registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly

authorized

ALASKA AIR GROUP INC

By /s/ WILLIAM AYER Date February 21 2012

William Ayer

Chairman and chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed

below by the following persons on February 21 2012 on behalf of the registrant and in the capacities

indicated

Director

Director

Director

Director

__________________________________________
Director

____________________________________________
Director

Director

Director

Director

Chairman Chief Executive Officer and Director

Principal Executive Officer

Vice President/Finance and Chief Financial

Officer Treasurer

Principal Financial and Accounting Officer

/s/ WILLIAM AYER

Wiiiiam Ayer

/s BRANDON PEDER5EN

Brandon Pedersen

/s/ PATRICIA BEDIENT

Patricia Bedient

/s/ MARIoN BKEY
Marion Biakey

/s/ PHYLLIs CAMPBELL

Phyliis Campbeii

/s/ JESSIE KNIGHT JR

Jessie Knight Jr

/s/ MARC LANGLAND

Marc Langland

/s/ DENNIS MADSEN

Dennis Madsen

/s/ BYRoN MALL0Tr

Byron Maiiott

/s/ KENNETH THOMPSON

Kenneth Thompson

/s/ BRADLEY TILDEN

Bradley Tiiden
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EXHIBIT INDEX

Certain of the following exhibits have heretofore been filed with the Securities and Exchange

Commission and are incorporated by reference from the documents below Certain others are filed

herewith The exhibits are numbered in accordance with Item 601 of Regulation S-K

Date of

Exhibit Exhibit First Exhibit File

Number Description Form Filing Number Number

3.1 Amended and Restated Certificate of 1O-Q August 3i
Incorporation of Registrant 2006

3.2 Bylaws of Registrant as amended April 30 2010 8-K May

2010

10.2 Credit Agreement dated March 31 2010 10-Q August 11 10.1

among Alaska Airlines Inc as borrower Wells 2010

Fargo Capital Finance LLC as agent U.S Bank

National Association as documentation agent
and other lenders

10.3 Credit Agreement dated March 31 2010 10-Q May 10.2

among Alaska Airlines Inc as borrower 2010

Citibank N.A as administrative agent Bank of

America N.A as syndication agent and other

lenders

10.4 Aircraft General Terms Agreement dated June 10-Q August 10.1

15 2005 between the Boeing Company and 2005

Alaska Airlines Inc

10.5 Purchase Agreement No 2497 dated June 15 10-Q August 10.2

2005 between the Boeing Company and Alaska 2005

Airlines Inc

10.6 Supplemental Agreement No 23 to Purchase 10-Q/A August 10.1

Agreement No 2497 between The Boeing 2011

Company and Alaska Airlines Inc

10.7 Supplement to Master Purchase Agreement 10-Q November 10.1

dated October 18 2005 between Horizon Air 2005

Industries Inc and Bombardier Inc

1O.8 Lease Agreement dated January 22 1990 10-K April 11 10-14

between International Lease Finance Corporation 1991

and Alaska Airlines Inc summaries of 19

substantially identical lease agreements and

Letter Agreement dated January 22 1990

10.9 Alaska Air Group Performance Based Pay Plan 8-K February 10.1

formerly Management Incentive Plan as 2010

amended and restated December 2009

10.10 Alaska Air Group Inc 2008 Performance 8-K May 22 10.1

Incentive Plan 2008

10.11 Alaska Air Group Inc 2008 Performance 8-K May 22 10.2

Incentive Plan Form of Nonqualified Stock Option 2008

Agreement
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10.12 Alaska Air Group Inc 2008 Performance 8-K May 22 10.3

Incentive Plan Form of Stock Unit Award 2008

Agreement

10.13 Alaska Air Group Inc 2008 Performance 8-K May 22 10.4

Incentive Plan Form of Director Deferred Stock 2008

Unit Award Agreement

10.14 Alaska Air Group Inc 2008 Performance 8-K February 10.1

Incentive Plan Nonqualified Stock Option 2009

AgreementIncentive Award

10.15 Alaska Air Group Inc 2008 Performance 8-K February 10.2

Incentive Plan Stock Unit Award Agreement 2009

Incentive Award

10.16 Alaska Air Group Inc 2008 Performance 8-K February 10.1

Incentive Plan Stock Unit Award Agreement 2010

10.17 Alaska Air Group Inc 2008 Performance 8-K February 10.2

Incentive Plan Nonqualified Stock Option 2010

Agreement

10.18 Nonqualified Deferred Compensation Plan as 1O-Q August 10.1

amended 2011

10.19 2008 Performance Incentive Plan Form of 10-Q August 10.3

Nonqualified Stock Option Agreement as 2011

amended

10.20 2008 Performance Incentive Plan Form of 1O-Q August 10.4

Performance Stock Unit Award Agreement as 2011

amended

10.21 2008 Performance Incentive Plan Form of 1O-Q August 10.5

Stock Unit Award Agreement as amended 2011

10.22 2008 Performance Incentive Plan Form of 1O-Q August 10.6

Stock Unit Award Agreement Incentive Award 2011

as amended

10.23 Alaska Air Group Inc 2004 Long-Term 10-K February 25 10.2

Incentive Plan and original form of stock 2005

option and restricted stock unit agreements

10.24 Alaska Air Group Inc 2004 Long-Term 10-K February 20 10.8.1

Incentive Plan Nonqualified Stock Option 2008

Agreement ri

10.25 Alaska Air Group Inc 2004 Long-Term 10-K February 20 10.8.2

Incentive Plan Stock Unit Award Agreement 2008

10.26 Alaska Air Group Inc 2004 Long-Term 8-K February 14 10.3

Incentive Plan Performance Stock Unit Award 2008

Agreement

10.27 Alaska Air Group Inc 1999 Long-Term S-8 September 22 99.1 333-87563

Incentive Equity Plan 1999

10.28 Alaska Air Group Inc 1997 Non Officer Long- S-8 November 10 99.2 333-39889

Term Incentive Equity Plan 1997
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10.29 Alaska Air Group Inc 1996 Long-Term S-8 August 99.1 333-09547

Incentive Equity Plan 1996

10.30 Alaska Air Group Inc Non Employee S-8 August 15 99.1 333-33727

Director Stock Plan 1997

10.31 Alaska Airlines Inc and Alaska Air Group 10-K February 10 10.2

Inc Supplementary Retirement Plan for 1998

Elected Officers as amended November

1994

10.32 Alaska Air Group Inc 1995 Elected S-i September 23 10.1 333-107177

Officers Supplementary Retirement Plan as 2003

amended by First Amendment to the Alaska

Air Group Inc 1995 Elected Officers

Supplementary Retirement Plan and

Second Amendment to the Alaska Air

Group Inc 1995 Elected Officers

Supplementary Retirement Plan

10.33 1995 Elected Officers Supplementary 1O-Q August 10.2

Retirement Plan as amended 2011

10.34 Form of Alaska Air Group Inc Change of 10-K February 20 10.2

Control Agreement for named executive 2008

officers as amended and restated

November 28 2007

10.35 Alaska Air Group Inc Nonqualified 10-K February 20 10.2

Deferred Compensation Plan as amended 2008

and restated on December 2005

21t Subsidiaries of Registrant

23.11- Consent of Independent Registered Public

Accounting Firm KPMG LLP

31.lt Certification of Chief Executive Officer

Pursuant to Section 302 of the Sarbanes

Oxley Act of 2002

31.2-f- Certification of Chief Financial Officer

Pursuant to Section 302 of the Sarbanes

Oxley Act of 2002

32.lt Certification of Chief Executive Officer

Pursuant to 18 U.S.C Section 1350 as

adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

32.2t Certification of Chief Financial Officer

Pursuant to 18 U.S.C Section 1350 as

adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002

1O1.INS- XBRL Instance Document
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1O1.SCH1- XBRL Taxonomy Extension Schema

Document

1O1.CALt XBRL Taxonomy Extension Calculation

Linkbase Document

1O1.DEFt XBRL Taxonomy Extension Definition

Linkbase Document

1O1.LABt XBRL Taxonomy Extension Label Linkbase

Document

1O1.PREt XBRL Taxonomy Extension Presentation

Linkbase Document

Filed herewith

Indicates management contract or compensatory plan or arrangement

Pursuant to 17 CFR 240.24b-2 confidential information has been omitted and filed separately with the Securities and

Exchange commission pursuant to confidential Treatment Application filed with the commission
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EXHIBIT 31.1

CERTIFICATIONS

William Ayer certify that

have reviewed this annual report on Form 10-K of Alaska Air Group Inc for the period ended

December 31 2011

Based on my knowledge this report does not contain any untrue statement of material fact or

omit to state material fact necessary to make the statements made in light of the circumstances

under which such statements were made not misleading with respect to the period covered by this

report

Based on my knowledge the financial statements and other financial information included in this

report fairly present in all material respects the financial condition results of operations and cash

flows of the registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining

disclosure controls and procedures as defined in Exchange Act Rules 13a-15e and 15d-15e
and internal control over financial reporting as defined in Exchange Act Rules 13a-15f and

15d-15f for the registrant and we have

Designed such disclosure controls and procedures or caused such disclosure controls and

procedures to be designed under our supervision to ensure that material information relating

to the registrant including its consolidated subsidiaries is made known to us by others within

those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over

financial reporting to be designed under our supervision to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and

presented in this report our conclusions about the effectiveness of the disclosure controls and

procedures as of the end of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting

that occurred during the registrants fourth fiscal quarter that has materially affected or is

reasonably likely to materially affect the registrants internal control over financial reporting

and

The registrants other certifying officers and have disclosed based on our most recent evaluation

of internal control over financial reporting to the registrants auditors and the audit committee of

the registrants board of directors

all significant deficiencies and material weaknesses in the design or operation of internal

control over financial reporting which are reasonably likely to adversely affect the registrants

ability to record process summarize and report financial information and

any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

February 21 2012
By /s/ WILLIAM AYER

William Ayer

Chairman President and Chief Executive Officer



EXHIBIT 31.2

CERTIFICATIONS

Brandon Pedersen certify that

have reviewed this annual report on Form 10-K of Alaska Air Group Inc for the period ended

December 31 2011

Based on my knowledge this report does not contain any untrue statement of material fact or

omit to state material fact necessary to make the statements made in light of the circumstances

under which such statements were made not misleading with respect to the period covered by this

report

Based on my knowledge the financial statements and other financial information included in this

report fairly present in all material respects the financial condition results of operations and cash

flows of the registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining

disclosure controls and procedures as defined in Exchange Act Rules 13a-15e and 15d-15e
and internal control over financial reporting as defined in Exchange Act Rules 13a-15f and

15d-15f for the registrant and we have

Designed such disclosure controls and procedures or caused such disclosure controls and

procedures to be designed under our supervision to ensure that material information relating

to the registrant including its consolidated subsidiaries is made known to us by others within

those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over

financial reporting to be designed under our supervision to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and

presented in this report our conclusions about the effectiveness of the disclosure controls and

procedures as of the end of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting

that occurred during the registrants fourth fiscal quarter that has materially affected or is

reasonably likely to materially affect the registrants internal control over financial reporting

and

The registrants other certifying officers and have disclosed based on our most recent evaluation

of internal control over financial reporting to the registrants auditors and the audit committee of

the registrants board of directors

all significant deficiencies and material weaknesses in the design or operation of internal

control over financial reporting which are reasonably likely to adversely affect the registrants

ability to record process summarize and report financial information and

any fraud whether or not material that involves management or other employees who have

significant role in the registrants internal control over financial reporting

February 21 2012
By /S/ BRANDON PEDERSEN

Brandon Pedersen

Chief Financial Officer



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C SECTION 1350 AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Alaska Air Group Inc the Company on Form 10-K for the

period ended December 31 2011 as filed with the Securities and Exchange Commission on the date

hereof the Report William Ayer Chairman President Chief Executive Officer of the Company

certify pursuant to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002 that

The Report fully complies with the requirements of Section 13a or 15d of the Securities

Exchange Act of 1934 as amended and

The information contained in the Report fairly presents in all material respects the

financial condition and results of operations of the Company

By /s/ WILLIAM AYER

William Ayer

Chairman President Chief Executive Officer

February 21 2012



EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C SECTION 1350 AS ADOPTED

PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Alaska Air Group Inc the Company on Form 10-K for the

period ended December 31 2011 as filed with the Securities and Exchange Commission on the date

hereof the Report Brandon Pedersen Chief Financial Officer of the Company certify pursuant

to 18 U.S.C Section 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

that

The Report fully complies with the requirements of Section 13a or 15d of the Securities

Exchange Act of 1934 as amended and

The information contained in the Report fairly presents in all material respects the

financial condition and results of operations of the Company

By /s/ BRAND0N PEDER5EN

Brandon Pedersen

Chief Financial Officer

February 21 2012
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CoRPoRATE DIRECTORY
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Bradley Tilden Bradley Tilden Brad Tilden

Patricia Bedient President- CEO-Elect President CEO-Elect CEO-Elect
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Vice President Finance EXECUTIVE VICE PRESIDENT Prendent

Marion Blakey Treasurer
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Corporate Profile Investor Information

Alaska Air Group Inc is the

holding company for Alaska Airlines

and Horizon Air Seattle-based

carriers that collectively serve over

90 destinations in the United States

Canada and Mexico Alaska Air

Group was organized as Delaware

corporation in 1985

Alaska Airlines Inc an Alaska

corporation founded in 1932 is

noted for its award-winning

customer service industry-leading

on-time performance technological

innovation and environmental

stewardship Alaska provides

scheduled air service for about 18

million
passengers annually to 61

destinations The carrier serves

destinations in Alaska Arizona

California Nevada Oregon and

Washington as well as Atlanta

Austin Boston Chicago Dallas-Fort

Worth Denver Houston Miami

Minneapolis-St Paul Orlando

Newark St Louis and Washington

D.C and four major Hawaiian

islands Alaska also provides service

to British Columbia Canada and to

nine destinations in Mexico Its hubs

are Anchorage Seattle Portland and

Los Angeles

Horizon Air Industries Inc
Washington corporation organized in

1981 is similarly noted for

outstanding customer service and

operational performance Horizon

Air is regional carrier and

beginning in 2011 performs all of its

flying for Alaska Airlines under

capacity purchase arrangement

Horizon serves nearly seven million

passengers annually Its hubs are

Seattle Portland and Boise
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Seattle Washington 98168-0947
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